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Part 1 -Multi-Year Budget for the 2017/18 MTREF 
1.1 Report of the Executive Mayor 

2017/2018 MUNICIPAL BUDGET SPEECH BY THE EXECUTIVE MAYOR OF BITOU 
LOCAL MUNICIPALITY, COUNCILLOR MP LOBESE: SEWELL STREET, 
MUNICIPAL BUILDING, COUNCIL CHAMBERS - 31 MAY 2017 

The Honourable Speaker of council, 

Honourable Members of the Mayoral Committee 

Honourable Leaders of the Opposition Parties 

Honourable Members of Council 

Members of Ward Committees present 

Municipal Manager 

Senior Management of the municipality 
Members of the media present 
Ladies and Gentlemen 
Good morning, Goeie More, Molweni, 

I am honoured and humbled as I rise to present the first budget for the term of this Council, the 
Budget for the 2017/18 MTREF of Bitou Municipality. This Budget is presented under challenging 
times with regard to the economic outlook of the Republic of South Africa, the Province and indeed 
that of Bitou Municipality. 

The Budget tabled here today is constrained by the Government’s (all three spheres) need to 
consolidate public finances, in the context of slower growth and rising debt. Reality is that things 
are becoming tougher for our community and the people of South Africa. Things are equally tough 
for South African business, informal and formal. These challenging times call upon us to intensify 
our efforts to address economic constraints, improve our growth by creating an environment 
conducive for investment and economic growth and to create employment opportunities. 

Honourable Speaker, the 2017/18 Draft Budget focuses on balancing the financial affairs of the 
municipality while managing risk and maintaining fiscal stability in a weak economic 
environment, simultaneously not diverting but giving effect to the Integrated Development Plan, 
our master plans and most importantly the National Development Plan. In essence, this Budget 
seeks to balance between; 
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© Our growth path that is limited by the resources constraints of the current economic outlook 
and, on the other hand, 

© Lifting these constraints by strengthening good governance, limiting growth in general 
expenditure and continue investing in infrastructure. 

The Budget will be used as an instrument to create hope in these challenging times, the times that 
appear to remain with us for longer than we had anticipated. The Draft Budget for the 2017/18 
MTREF of the Bitou Local Municipality creates hope, for our community and business alike as 
we will be continuing with creating infrastructure investment and improving living conditions 
whilst at the same time creating employment opportunities. 

PREPARATION FOR DRAFT ANNUAL BUDGET FOR THE 2017/2018 MEDIUM- 
TERM REVENUE AND EXPENDITURE FRAMEWORK (MTREF) 

Honourable Speaker, in preparing the 2017/2018 to 2019/2020 Draft Annual Budget and Medium- 
Term Revenue and Expenditure Framework (MTREF) and having stabilized the financial situation 
of the Municipality over short and medium term, we had four main objectives in our minds to be 
achieved when we took office in 2016, namely; 

(a) Continue to build institutional capacity by ensuring competent and qualified personnel are 
recruited and appointed in appropriate positions and putting systems and process in place 
that support good governance. 

(b) To stabilize the financial situation in the short-term and achieve financial sustainability 
over the medium and long-term; 

(c) To ensure that we invest in new, and renew current infrastructure such as; water, roads and 
storm water systems as well as electricity and sanitation networks. 

(d) To ensure that we create an enabling environment for investment, tourism, local economic 
development and other activities that could lead to sustainable job creation, growing local 
economy by diversifying it through the catalytic projects we have identified. 

Standing in front of you in our first term of this Council, Honourable Speaker, I can confirm that 
we shall endeavour to reach the targets in each of the areas mentioned above. 

THE MAIN FUNDAMENTAL BASES FOR THE COMPILATION OF THE 2017/2018 - 
2019/2020 DRAFT ANNUAL BUDGET AND MEDIUM-TERM REVENUE AND 
EXPENDITURE FRAMEWORK 

1. THE MAIN NATIONAL, PROVINCIAL AND LOCAL PRIORITIES OVER THE 
MEDIUM-TERM ARE; 1. SUSTAINING THE ECONOMY, 2. INFRASTRUCTURE 
DEVELOPMENT AND 3. CREATING DECENT EMPLOYMENT OPPORTUNITIES 

The National, Provincial and Local government’s main priorities for the medium-term is basic 
services and social infrastructure development and job creation, and therefore the focus and 
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priorities of Bitou Municipality are geared towards the achievement of these priorities in order to 
ensure alignment in planning. 

As we were developing our integrated development plan, we took into consideration the national 
development plan and ensured that our master plans and Budgets are redirected towards the 
achievement of these priorities. 

The 2017/18 MTREF Budget has considered the following: 

a) Cost reflective tariffs; 

b) Cost containment as recommended by National Treasury; 

c) The current economic climate and its impact on the Community we serve; 

d) Appropriateness of Budget assumptions; 

e) Provision for asset renewal and maintenance; 

f) Credibility and level of funding of the Budget (funded or not funded); and 

g) Alignment of the Budgets to municipality’s plans. 

In preparing the 2017/18 Budget and Ml REF, we continue to explore opportunities to mainstream 
labour intensive approaches to the delivering of services, and more particularly to improve our 
participation in the Extended Public Works Program (EPWP). 

lhe municipality is striving to and continues to play its critical role in creating an enabling 
environment for investment, growth and development. 

2. TAKING LOCAL GOVERNMENT BACK TO THE BASICS 

The core services that local government must provide are: clean drinking water, sanitation, 
electricity, waste removal and roads. These are basic human rights and essential components of 
the right to dignity that is enshrined in our Constitution and Bill of Rights. The National 
Development Plan makes it clear that, meeting the country’s transformational agenda, requires 
functional municipalities and a capable machinery at a local level, that can create safe, healthy and 
economically sustainable areas where citizens and people can work, live and socialize. 

Local government is a primary point of delivery and is where most citizens interface with 
government. Governments’ vision of a developmental local government system was that it would 
be the building block on which the reconstruction and development of the country and society was 
to be built, a place in which the citizens of the country could engage in a meaningful and direct 
way with the institutions of the state. 

2.1 What does Back to Basics for Local Government mean? 

Back to Basics means: Setting clear benchmarks of performance in an effort to ensure that we 
perform our basic responsibilities, every day, without fail The aim is to ensure that we perform 
these basic functions without compromise. 
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2.2 What are the Building blocks of Back- to -Basics Approach? 

2.2.1 Good Governance 

Good governance is at the heart of the effective functioning of municipalities. We must constantly 
monitor and evaluate our ability to carry out the following basics: 

i. The holding of Council meetings as legislated. 

ii. The functionality of oversight structures, Section 79 committees, audit committees and 
District Inter-governmental relations forums 

iii. Whether or not there has been progress following interventions we have made over the last 
year: 

B Assess the existence and efficiency of Anti-Corruption measures. 

0 The extent to which there is compliance with legislation and the enforcement of by- 
laws 

H The assessment of the service delivery protests and approaches to address them 

2.2.2 Public Participation 

We continue to improve our engagements with communities, bearing in mind compliance with the 
provisions of the Municipal Systems Act on community participation. We have developed 
affordable and continuous improvement of our communication systems to communicate regularly 
with our communities and disseminate urgent information. Our basic measures to monitor this 
include: 

Assessing the existence of the required number of functional Ward committees through; 

H The percentage of ward committee grants spent. 

0 The number of effective public participation programmes conducted by council. 

■ The regularity of community satisfaction surveys carried out. 

H Extent of compliance with MSA through MGRO assessment feedbacks. 

2.2.3 Financial Management 

Sound financial management have been an integral part of our sustainability thus far. National 
Treasury has legislated standards and reporting requirements, monitors these indicators and 
identify key areas of challenges emerging from their assessments. We have partnered with the 
Auditor-General as well as, both National Treasury and Provincial Treasury to ensure remedial 
processes through Operation Clean Audit. Performance against the following basic indicators are 
constantly assessed: 

a The number of disclaimers and or achievement of clean audits in the last three to five years. 
a Whether the Budgets are funded and cash backed. 

H The percentage revenue collected. 

H The extent to which debt is serviced. 
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a The efficiency and functionality of supply chain management. 

2.2.4 Infrastructure Services 

The planning, implementation and maintenance of basic infrastructure is critical for sustaining 
basic standards of living and economic activity in our towns. We have developed service standards 
for each service, and have established systems for monitoring adherence to these standards. With 
the implementation of mSCOA, we are being forced to report on ward-level service delivery plans. 
We are expected to perform the following basic activities, and the performance indicators will 
measure our ability to do so: 

8 Develop fundable consolidated infrastructure plans. 

8 Ensure new infrastructure development, maintenance of existing ones and reduce losses in 
respect of water and electricity. 

8 Ensure the provision of Free Basic Services and the maintenance of the verified Indigent 
register. 

2.2.5 Institutional Capacity 

This includes, ensuring that administrative positions are filled with competent and committed 
people whose performance are closely monitored. We must continue to ensure that targeted and 
measurable training and capacity building is provided for Councillors and municipal officials so 
that they are able to deal with the challenges of local governance as well as ensuring that scarce 
skills are addressed through our bursary and training programmes. The basic requirements to be 
monitored include: 

fl Ensuring that the top six posts (Municipal Manager, Finance, Infrastructure, Corporate 
Services, Community development and Development Planning) vacancies are filled by 
competent and qualified persons that meet the regulated criteria. 

B That our organogram is realistic, underpinned by a service delivery model and affordable; 

D That there are implementable human resources development and management 
programmes; and 

H There are sustained platforms to engage organised labour to minimise disputes and 
disruption of services. 

In a very short space of time we have made considerable strides. This is evident from our past 
achievements, to mention the few as they relate to Back to Basics program; 

• Ensuring appointment of not only suitably qualified but competent employees in 
appropriate positions; 

© Though more needs to be done, we have implemented staff developments programs 
through training and awarding of bursaries for further education; 

© Clean Audits for 3 consecutive years; 

© Tabling realistic and funded Budgets; 
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9 Our percentage of revenue collection; 

® Through some improvement on efficiency and value for money procurement, we have a 
functional and compliant SCM process; 
o Functional ward committees and public participation programs; 

© Holding Council meetings as required and ensuring frill compliance with legislation 
through our oversight and 

© We have managed to reduce water and electricity losses and continue to do develop, renew 
and maintain of our infrastructure. 

In ensuring achievement of Back to Basics we continue to deliver services by filling potholes, 
refurbishing and resurfacing our roads, providing quality water, collecting refuse and supplying 
electricity. 

Honourable Speaker, I can attest that Bitou Municipality is ranked amongst the best run local 
Municipality in the Country. It has been an honour for me to steer the ship in the right direction 
and today we can be a proud Council for what we have collectively achieved. 

2.3 The 2016 Local Government Elections and the Budget process 

2.3.1 Impact of Local Government Elections on demarcation changes 

The date of the 2016 local government elections was 03 August 2016. The re-demarcation in our 
case took place before the start of the 2016/17 municipal financial year, which began on 01 July 

2016. The Draft MTREF is based on the new Municipal boundaries because these new 
demarcations were effective from 01 July 2016 in case of our Municipality. 

2.4 Municipal Standard Chart of Accounts (mSCOA) 

The inSCOA Regulations apply to all municipalities and municipal entities with effect from 1 July 
2017 and only three months remain for preparation and implementation readiness as this 2017/18 
Draft MTREF Budgets must be aligned to wSCOA. 

The next report on the implementation of wSCOA will be submitted to Council in a meeting to be 
held in May 2017. We are reminded that the current reporting requirements will remain in place 
until the National Treasury considers the implementation of the wSCOA and the new reporting 
reforms are no longer a risk. If we do not adhere to the prescribed reporting according to the MBRR 
and the submission of the Budget reform returns to the National Treasury Local Government 
database we will be regarded as non-compliant. The MBRR Schedules will be amended in terms 
of the latest requirements. 

Council have been made aware of the progress to date on implementation of mSCOA. The Bitou 
Municipality have prepared this budget in-line with the requirements of wSCOA as at 31 March 

2017, to go-live on 01 July 2017. We have confidence in our administration to ensure that Bitou 
Municipality becomes one of the Municipalities to be in compliance by 01 July 2017. 
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3. HEADLINE INFLATION FORECASTS AND OUTLOOK FOR DOMESTIC 
ECONOMIC GROWTH 

Constraint by economic growth we had to adopt a conservative approach when projecting our 
revenue and cash flow for the medium-term due to the unfavourable and unstable national 
economic situation while taking into consideration the pressure on infrastructure. Unemployment 
remains high, resulting in municipal revenue and cash flows to become under pressure over the 
medium-term, 

3,1 Headline inflation forecasts over the medium-term 


Bitou Municipality have taken the following macro- economic forecasts into consideration when 
preparing the 2017/18 Draft Budget and MTREF - 


Fiscal Year 

2015/2016 

Actuals 

2016/17 

Forecast 

2017/18 

Forecast 

2018/19 

Forecast 

2019/20 

Forecast 

Real GDP Growth 

0.5% 

0.5% 

1.3% 

2.0% 

2.2% 

CPt inflation 

4.6% 

6.4% 

6.4% 

5.7% 

5.6% 


Source: National Treasury 


Note that the fiscal year referred to is the national fiscal year (April to March) which is closer 
aligned to the municipal fiscal year (July to June) than the calendar year inflation. 

3.2 Economic outlook 

The following economic indicators are important to note and have been taken into account in our 
financial strategies and in preparation of the Draft MTREF Budget for 2017/18 and the two outer 
years. 

® The 2017 National Budget Review notes that since the tabling of the Medium Term 
National Budget Policy Statement (MTBPS) in October 2016 the global economic outlook 
has improved, however, the prevailing policy uncertainty due to increasing pressures 
within world trading systems has clouded the economic future of countries all over the 
world and more so, developing countries. Global conditions may jeopardize South Africa’s 
prudent macro-economic and fiscal policies, with projected GDP growth remaining 
stagnant at 0.5% for 2017, improving gradually to 1.3% in 2018 and 2.0 per cent in 2019. 

© These factors are not expected to ease up much over the medium term. An upturn in global 
trade and investment, improved policy certainty, recovering consumer and business 
confidence, and greater availability and reliability of electricity in the outer years should 
support stronger growth. 

• The Western Cape is forecast to expand by 1.3% in 2017, improving gradually to 2% in 
2017. The unemployment rate stood at 20.5% at the end of 2016. 

© Census 20 1 1 has shown that the population of the Western Cape has grown with 29% from 
2001; Bitou recorded the 4 th highest growth in population in the country placing a huge 
strain on infrastructure and housing needs. 
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Higher inflation, credit rating and weaker employment growth will affect our ability to generate 
and collect revenue on sendees, to keep expenditure within Budgeted allocations, and to borrow 
to fund capital expenditure programmes at affordable rates. Therefore, it is critical for us to review 
how we conduct our business to ensure value for money is attained with all our expenditure; that 
revenue administration systems are operating effectively; that borrowing programmes are realistic, 
and that creditors (including bulk service providers) continue to be paid timeously and in full. 

Domestic risks to the economic outlook include structural challenges such as the high 
unemployment and the large current account deficit, domestic economic policy uncertainty and 
intensifying pressure on government fiscal revenue, as well as the recent and further possible 
downgrade by the international credit ratings. Should the drought conditions persist and turn out 
worse than currently projected; this could affect the Western Cape disproportionately, due to the 
closely linked agri-processing and broader manufacturing sector within the Province. 

3.3 What are the implications for Bitou Municipality? 

The recent reduction in oil prices could result in a bigger boost to economic growth than currently 
expected. However if this might be short lived as seen with the recent hike in fuel prices, economic 
growth could be more subdued and inflation will be higher. 

Conversely, Bitou Municipality is expected to benefit from the depreciation of the Rand on the 
long term. The current value of the currency provides opportunities to increase the 
competitiveness of domestic export markets and strengthen the tourism sector by attracting 
additional tourists in the Bitou Municipal area. There has been a sudden uptick in recent weeks 
due to political uncertainty brought on by American domestic and foreign policy motions, but this 
should be short-lived as the markets factor in the risks. 

4. FOCUS OF THE 2017/2018 DRAFT BUDGET 

4.1 Municipal growth and the National Development Plan 

Both national and provincial governments view infrastructure as an important means of promoting 
sustainable growth and reducing poverty, and their allocations reflect this purpose. Economic 
infrastructure which is a focus for Bitou Municipality must include the following; 

© Electricity transmission 
© Waste Water Pump stations and piped network 

© Roads refurbishments, resurfacing, building new and maintenance of current 
• Water supply 

We have realised that; in the long run, poor infrastructure in Bitou Municipality will not support a 
thr iving economy, hence, the provision of economic infrastructure is the only necessary condition 
for economic growth in our area. 
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The NDP has been implemented to create a framework to accelerate economic growth, eliminate 
poverty and reduce inequality. The Budget policy framework for the next three years reflects 
greater alignment with the plan, as spending programmes begin to address economic constraints 
and the need for greater local government efficiency. We have therefore revised our spending 
plans and reprioritised funds to ensure key objectives are achieved and revenue generating and 
well-performing programmes are supported. 

Expenditure plans reflect both the medium-term investment plans and long-term goals identified 
in the NDP. In this MTREF we have ensured that we eradicate non-priority spending and 
reprioritise expenditure to focus on core infrastructure and service delivery issues. I can therefore 
safely say that we have been doing and continue to fulfil our responsibilities in line with the Back 
to Basics approach. 

4.2 Capital Budget 

The Capital Budget flows from the IDP process and contains information obtained from the 
relevant stakeholders which has been subjected through extensive public participation processes 
during November 2016 to February 2017. 

The municipality will spend R291 million in the next three years on infrastructure and capital 
development programme. The municipality contributes R178 million to finance this projects and 
the other portion is financed through grants from both national and provincial spheres of 
government. The municipality requires substantial capital to improve its infrastructure and we have 
been taking loans annually to speed up our capital development programmes. It should be noted 
that the loans we are taking assist in this regard but this will have an impact in terms of the 
sustainability of the municipality in future. 

4.3 Draft Operating Budget 

The following table is a consolidated overview of the proposed Draft 2017/18 Medium-Term 
Revenue and Expenditure Framework Budget: 

Consolidated Overview of the Draft 2017/18 MTREF Budget: 


Description 

Current Year 2016/17 

2017/18 Medium Term Revenue & 

; Expendituref ramework 

T . R thousands ^ r 

”9 

-Q.vCQ- 

-;.(Q ;!=r.: 

Adjusted 

Budget 

Budget 

Year: 

- 2017/18 

Budget 

2018/19 

-T Budget 
Year +2 
2019/20 . 

Total Revenue (excluding capital transfers 
and contributions) 

Total Expenditure 

Surplus/(Deflcit) 

Transfers recognised - capital 

513486 

513 273 

620 263 

618452 

666553 

522388 

538402 

571 940 

570552 

612 804 

(8 902) 
56 960 

(25 129) 
75579 

48320 

45480 

47 900 
29417 

53 748 
37 428 

Surplus/(Deficitj for the year 

48 058 

50.450 

93800 

7731 7 { 

91176 
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The Operating Budget for the 2017/2018 financial year, excluding Capital Transfers, amounts to 
R 620.263 million from R5 13,273 million which represents an increase of R107 million or 11% 
over the adjusted 2016/2017 Budget of February 2017. 

The cost drivers of the increase in the Budget can be summarized as follows: 

© A 7.4% increase in the employee related cost as per concluded agreement with the 
organized labour. 

® The purchase of bulk electricity from Eskom, with another increase of 0.3 1%. 

© 9% increase in waste management due to anticipated regional landfill site and closure of 

the current one. 

© Department of Waters affairs standards for operating water purification and waste water 
treatment plants. 

© Inflationary pressure and the general increase in the price of goods and services. • 

© Expected fuel prices increases and other increases in the cost of production. 

© Operational requirements to ensure service delivery standards are complied with, this is 
specifically in regard to electricity, refuse, roads and water and waste water. 

Total operating revenue is projected to grow by 6.13% or R 33 million for the 2017/18 financial 
year when compared to the February 2017 Adjustments Budget. The operational revenue for the 
two outer years, will decrease by -0.3% and 7.66% respectively, equating to a total revenue 
growth of R 153 million over the MTREF when compared to the February 2017 Adjustments 
Budget of the 2016/17 financial year. 

Revenue sources remains under strain and in an attempt to balance service delivery with 
affordability, proposed tariff increases as taken to the public have been limited as follows: 

© Electricity - 2.2% (7.64 in 2016/17) (in terms of proposal by NERSA and still pending 
final decision) 

© Water - 6.4% (6%) 

® Sewerage - 6.4% (6% for 2016/1 7) 
o Assessment rates - - 1 1 .84% (6% for 2016/1 7) 

© Refuse removal - 6.4% (9% for 2016/17) 

Indigent subsidies 

Provision is made in the Operating Budget for the subsidizing of indigent households to the amount 
of R 600.79 per month. This includes a free 6K1 of water, 50 units of electricity, a 100% subsidy 
for refuse removal and sewerage charges as well as exemption from paying water and electricity 
basic charges. 

The subsidy allowed is consistent with the National norm and stretches the affordability threshold 
of the municipality. The total amount in respect of free services, inclusive of free services provided 
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in Eskom distribution areas and assessment rates rebates, exceed R 54,121 million in the 
2017/2018 financial year. 

Subsidies to sub-economical category of households 

The long term financial plan has shown us that the past and current rate of subsidization of services 
to non-indigent households are unsustainable in the medium and long term and that we 
subsequently need to take unpopular decisions to ensure the financial viability and sustainability 
of the municipality in the medium and long term. 

We therefore have no choice but to reduce the subsidies in respect of the sub-economical category 
of consumers in respect of water, sanitation and refuse removal in the 2017/2018 financial year. 
The category of consumers will still receive a 30% rebate on water basic fee, 15% rebate on 
sewerage fees and a 10% rebate on refuse removal charges. 

In Conclusion 

The Draft Budget tabled here today, is a leap into ensuring that we fully attain our strategic goals 
as envisaged in the IDP, NDP as well as strategic plans of Bitou Municipality which includes 
amongst others, institutional development and transformation, service delivery to all our 
communities, financial viability and sustainability, excellence in administration, transparency and 
public participation. 

I am convinced that this Draft Budget as an instrument, will go a long way to create hope in these 
challenging times and will contribute to our goal “To be the best together”. 

I want to take this opportunity to thank all Councillors that serve with me. We proudly serve with 
diligence and honour. I want to thank the Municipal Manager and his administrative staff. Your 
professionalism has been noted as one of the key factors for our success. The members of the 
media, my family for allowing me to serve the community at the expense of spending less time 
with them. Most importantly the community of Bitou for entrusting in me, to run and lead a big 
institution like ours. 

To this end Honourable Speaker and the esteemed members, I COUNCILLOR MSIMBOTI 
PETER LOBESE, THE EXECUTIVE MAYOR OF BITOU MUNICIPALITY hereby tables 
the Draft Annual Budget for the 2017/18 Medium-Term Revenue and Expenditure Framework of 
the Bitou Local Municipality for consideration, adoption and approval. 

I thank you 

COUNCILLOR MSIMBOTI PETER LOBESE 
EXECUTIVE MAYOR 
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1.2 Council Resolutions 

That the Municipal Council of Bitou Local Municipality, acting in terms of Section 24 of the 
Municipal Finance Management Act, {Act 56 of 2003) approves and adopts for implementation 
the budget tables and supporting tables as contained in Annexure B: 


(a) The final annual budget of the municipality for the financial year 2017/18 and the multi-year 
and single-year capital appropriations as set out in the following tables: 

(i) Budgeted Financial Performance (revenue and expenditure by standard 
classification) as contained in Table 12 (MBRR Table A2). 

(ii) Budgeted Financial Performance (revenue and expenditure by municipal vote) as 
contained in Table 13 (MBRR Table A3). 

(iii) Budgeted Financial Performance (revenue by source and expenditure by type) as 
contained in Table 14 (MBRR Table A4). 

(iv) Multi-year and single-year capital appropriations by municipal vote and standard 
classification and associated funding by source as contained in Table 15 (MBRR 
Table A5). 

(b) The financial position, cash flow budget, cash-backed reserve/accumulated surplus, asset 
management and the final basic service delivery targets are approved as set out in the 
following tables: 

(i) Budgeted Financial Position as contained in Table 16 (MBRR Table A6). 

(ii) Budgeted Cash Flows as contained in Table 17 (MBRR Table A7). 

That the Municipal Council of Bitou Local Municipality, acting in terms of Section 75A of the Local 
Government: Municipal Systems Act (Act 32 of 2000) approves and adopts for implementation 
with effect from 01 July 2017; the tariffs for property rates, the tariffs for electricity, the tariffs for 
the supply of water, the tariffs for sanitation services, the tariffs for solid waste services as set out 
in Annexure A. 

That the Municipal Council of Bitou Local Municipality, acting in terms of 75A of the Local 
Government: Municipal Systems Act (Act 32 of 2000) approves and adopts for implementation 
with effect from 01 July 2017 the tariffs and fees for other services, as also set out in Annexure A. 

That the Municipal Council of Bitou Local Municipality, acting in terms of Budget Regulation 
approves and adopts for implementation with effect from 01 July 2017 the service delivery and 
budget implementation plan (SDBiP) as set out in Annexure . 
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8. That the Municipal Council of Bitou Local Municipality, acting in terms of Budget Regulation 
approves and adopts for implementation with effect from 01 July 2017 the LGMTEC comments 
by Provincial Treasury and Municipal responses Annexure H. 

9. That the Municipal Council of Bitou Local Municipality, acting in terms of Section 24 of the 
Municipal Finance Management Act, (Act 56 of 2003) approves and adopts for implementation 
with effect from 01 July 2017 the following Budget-Related Policies as set out in Annexure D: 

(a) Borrowing Policy and guidelines 

(b) Petty Cash Policy 

(c) Credit Control & Debt Collection Policy 

(d) Tariff Policy 

(e) Creditors, Councilors and Personnel Payment Policy 

(f) Liquidity, Funding and Reserves Policy 

(g) Supply Chain Management Policy for Goods & Services 

(h) Investment & Cash Management Policy 

(i) Asset Management Policy 

(j) Property Rates Policy 

(k) Indigent Support Policy 

(l) Long-Term Financial Planning Policy 

(m) Budget Implementation and Monitoring Policy 

(n) Travelling Allowance Policy 

(o) Overtime Policy 

(p) Insurance Policy 

(q) Recruitment and Selection Policy 

(r) Infrastructure Procurement & Delivery Policy 

10. To give proper effect to the municipality's final annual budget, the Council of Bitou Local 
Municipality approves: 

(a) That cash backing be implemented through the utilisation of a portion of the realisable 
accumulated surplus as at the end of the financial year to ensure that all capital reserves 
and provisions, unspent long-term loans and unspent conditional grants are cash backed 
as required in terms of the municipality's funding and reserves policy as prescribed by 
section 8 of the Municipal Budget and Reporting Regulations. 

(b) That the municipality be permitted to enter into long-term loans for the funding of the 
capital programmes in respect of the 2017/18 financial year subject to public participation 
and submissions and limited to an amount of R 27.6 Million for the financial year 2017/18 
in terms of Section 46 of the Municipal Finance Management Act. 

(c) That the Municipal Manager be authorised to sign all necessary agreements and 
documents to give effect to the above lending programme. 

11. To give proper effect to the municipality's final annual budget, the Council of Bitou Local 
Municipality approves detailed Capital program as contained in Annexure C. 
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13. That the Mayoral Report in the 2017/2018 Annual Budget be noted. 

14. That a notices be issued in terms of Section 25 (4) (a) of the Municipal Systems Act, 32 of 2000. 


1.3 Executive Summary 

The application of sound financial management principles for the compilation of Bitou 
Municipality’s financial plan has been the critical and success factor to ensure that Bitou 
Municipality remains financially viable and that municipal services are provided sustainably, 
economically and equitably to all communities. 

Bitou Municipality’s business and service delivery priorities are continuously being reviewed as 
part of this year’s planning and Budgeting process. Where appropriate, funds have been 
transferred to address crucial service delivery needs and to ensure compliance with legislative 
requirements and to meet service delivery obligations in terms of the reviewed IDP. 

Bitou Municipality has embarked on implementing a range of revenue collection strategies to 
optimize the collection of debt owed by consumers and to ensure that all revenue due is billed and 
collected. Furthermore, Bitou Municipality has undertaken various customer care initiatives to 
ensure the municipality truly involves all citizens in the process of ensuring true community 
participation. 

National Treasury’s MFMA Circulars No. 85 & No. 86 were used to guide the compilation of the 
2017/18 MTREF Budget. 

The main challenges experienced during the compilation of the 2017/18 MTREF Budget can be 
summarized as follows: 

• The slow recovery from the economic downturn that is still hampering growth and 
development not only locally but provincially and nationally. 

• Insufficient available own funding to fund much needed infrastructure. 

• Above average population growth placing a strain on infrastructure and housing needs. 

• Ageing infrastructure in water, roads and electricity infrastructure that was meant for the 
old spatial planning of the town. 

• The increased cost of bulk electricity as a result of continued annual increases which is 
placing upward pressure on service tariffs to residents. 

• Creeping threats of a water scarcity 

• Wage increases for municipal staff that continue to exceed consumer inflation, as well as 
the need to fill critical vacancies while trying to eliminate excess and oversupply of human 
resources. 

• The threats of credit rating downgrades in relation to borrowing which will and has already 
affected some Municipalities. 
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The following Budget principles and guidelines directly informed the compilation of the 2017/18 
MTREF: 


0 The priorities and targets of the February 2017 Adjustments Budget, for 2016/17, as well 
as the base line allocations contained in the original Budget were adopted as the upper 
limits for the new baselines for the 2017/1 8 Annual Budget; where appropriate a zero-base 
approached has been applied. 

6 Tariff and property rate increases should be affordable and should generally not exceed 
inflation as measured by the CPI, except where there are price increases in the inputs of 
services that are beyond the control of the municipality, for instance the cost of bulk 
electricity, omni-present water scarcity and waste removal. In addition, tariffs need to 
remain or move towards being cost reflective, and should take into account the need to 
address infrastructure backlogs; 

• Cost containment measures to ensure limitations on general expenditure growth and non- 
priority expenditures being eliminated. 

In view of the aforementioned, the following table is a consolidated overview of the proposed 

2017/18 Medium-term Revenue and Expenditure Framework: 


Table 1 Consolidated Overview of the Final 2017/18 MTREF: 


Description 

Current Year 2016/17 

2017/18 Medium Term Revenue & 
Expenditure Framework 

R thousands 

Original 

Budget 

Adjusted 

Budget 

Budget 

Year 

2017/18 - 

Budget 

jfii 

2018/19 

Budget 
Year +2 
2019/20 

Total Revenue (excluding capital transfers 
and contributions) 

Total Expenditure 

Surplus/(Deficit) 

Transfers recognised - capita! 

513486 

513 273 

620 263 

616 275 

656 919 

522388 

538402 

576 403 

584 202 

623551 

(8902) 

56980 

(25 129) 
75 579 

31 389 

51 867 

32074 
31 594 

33 369 
47 061 

SurplusZ(Deficit) for the year 

48058 

50450 

83 256 

63 668 

80 430 


Total operating revenue is projected to grow by 18% or R 94.608 million for the 2017/18 
financial year when compared to the February 2017 Adjustments Budget. The operational 
revenue for the two outer years, will increase by 1% and 7.66% respectively, equating to a total 
revenue growth of R 143 million over the MTREF when compared to the February 2017 
Adjustments Budget of the 2016/17 financial year. 

Total operating expenditure for the 2017/18 financial year has been appropriated at R 576 
403million. When compared to the February 2017, Adjustments Budget of 2016/17, operational 
expenditure has grown by 7.07% in the 2017/18 Budget and stabilizes by 1% for 2018/2019 and 
increases by 6.7% for 2019/2020, being the outer years of the MTREF. 

Operating surpluses are projected for each year' of the MTREF after taking capital funding into 
account. The 2017 Operating Budget translates into a budgeted surplus of R 83.266 million, after 
taking into consideration capital transfers. These surpluses will be used to fund capital expenditure 
and to further ensure cash backing of reserves and funds. 
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The Capital Budget of R 102,857 million, for 2017/1 8 (R 1 16 million for 2016/17), an decrease of 
12.04%, when compared to the 2016/17 Adjustments Budget of February 2017. The decrease is 
mainly influenced by a decrease in the funding horn provincial government on human settlement 
development. The capital program increases marginally to R 136,8 million in the 2018/19 financial 
year, with a substantial increase to R 173,986 million in the 2019/20 financial year. The increase 
should be a concern as it places a lot of pressure on our attempts at prudent financial management. 
Bitou Municipality does further determination of contributions to CRR to fluid capital program at 
the end of each financial year. The largest portion of the Capital Budget is funded from a 
combination of own funding and external loans. For years, the Municipal capital program has been 
funded from Government grants and subsidies. This is a testimony to the consistent improvement 
of the municipality’s financial position. 

A portion of the Capital Budget will be funded from borrowing over the MTREF, with anticipated 
borrowings growing annually from R 30,08 million, to R 43,651 million and R 48,902 million 
respectively. It needs to be noted that at this rate the Bitou Municipality will be exhausting its 
prudential borrowing limits and care should be taken when determining the next borrowing 
affordability over the medium-term. It is very important to ensure that the municipality sufficiently 
improves financially prior to the taking up of additional capital loan funding in excess of the total 
current annual redemption. The repayment of capital and interest (debt services costs) will 
substantially increase over the MTREF and will therefore have an effect on the financial position 
of the municipality. 


1.4 Operating Revenue Framework 

For Bitou Municipality to continue improving the quality of life of its citizens through the delivery 
of high quality services, it is necessary to generate sufficient revenue from rates and service 
charges; considering the review of the infrastructure grant by National Treasury and changes to 
allocations to Municipalities. It is also important to ensure that all billable revenue is firstly, 
charged correctly and secondly, adequately collected. This would mean devising means to collect 
revenue in areas that are traditionally Eskom distribution areas and where the Municipality’s 
collection efforts have had little to no effect. The prevailing economic circumstances are adding 
to the difficulties in collecting the revenue due to the Municipality. 

The spending required to address the needs of the community will inevitably always exceed 
available funding; hence difficult choices have to be made in relation to tariff increases and 
balancing expenditure against realistically anticipated revenue. 

The municipality’s revenue strategy is built around the following key components: 

• National Treasury’s guidelines and macroeconomic policy; 

• Revenue enhancement and maximizing the revenue base; 

• Efficient revenue management, which aims to ensure a minimum 94% annual collection 
rate for property rates and other key service charges; 

• Electricity tariff increases as to be approved by the National Electricity Regulator of South 
Africa (NERSA); 

• Moving towards cost reflective tariff increases for water, sanitation and refuse collection; 
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Budgeting for a moderate surplus to ensure availability of cash reserves to back statutory 
funds and current provisions. 

Fully subsidizing all indigent households in terms of the relief offered by the municipality 


The following table is a summary of the 2017/18 MTREF (classified by main revenue source): 
Table 2 Summary of revenue classified by main revenue source: 


Description 

Ref 

2013/14 

2014/15 

2015/16 

Current Year 2016/17 

2017/18 Medium Term Revenues 
Expenditure Framework 

R thousand 

1 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full Year 

Budget Year 

Budget Year 

Budget Year 

Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

2017/18 

♦1 2018/19 

♦2 2019/20 

Revenue By Source 











Property rates 

2 

96,885 

102,203 

108,387 

115,510 

113,317 

113,317 

127,143 

134,771 

142,857 

Service charges • etecfricity revenue 

2 

99,100 

104,870 

118,617 

129,334 

132,549 

132,549 

137,487 

145,823 

154,662 

Service charges • water revenue 

2 

35,555 

41,194 

44,529 

45,752 

50,044 

50,044 

65,088 

68.966 

73,078 

Service charges • sanitafon revenue 

2 

32,885 

33,155 

35,537 

38,805 

41,542 

41,542 

61,221 

64,723 

68,423 

Service charges -retese revenue 

2 

19,162 

21,962 

21,910 

25,612 

23,379 

23,379 

37.805 

40,381 

43,125 

Sav ice charges • other 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Rente) of feriSfes and equipment 


1,347 

1,514 

1,694 

.. 1,440 

1,442 

1,442 

1,500 

1,560 

1,622 

interest earned -external™ esteiente 


• 3,365 

6,147 

8,923 

: 5,828 

8,175 

3175 

8,502 

8,842 

9,195 

Interest earned - cufefemfng debtors 


3,64! 

3912 

5,061 

3,163 

4,918 

4,918 

5,272 

5,654 

6,064 

Dividends received 


- 

- 

- 

- 

- 

- 


- 

- 

Fines, penates and brfels 


28,612 

21,858 

25,068 

22,018 

22,016 

22,016 

22,897 

23,813 

24,765 

licences and per mils 


54 

49 

91 

6,052 

3043 

3043 

6,264 

6,515 

6,775 

Agency services 


1,147 

1,310 

1,406 

1,219 

1,268 

1,268 

1,319 

1,372 

1,427 

Transfers and subsides 


84,124 

107,221 

103,330 

104,230 

97,097 

97,097 

130,876 

100,369 

118,269 

Oner revenue 

2 

19,316 

10,604 

23,053 

13,026 

12,163 

12,163 

14,137 

14,832 

15,477 

Garvs on disposal of PPE 



- 

212 

223 

723 

723 

752 

782 

813 

Total Revenue (excluding capital transfers and contributions) 


425,195 

455,997 

497,816 

512,211 

511,677 

511,677 

620,260 

618,452 

666,553 


Revenue generated from services charges remain the major source of revenue for the municipality 
amounting to 48.62% (46.6% for 2016/17) of total revenue. The major changes in revenue related 
mostly to water, sanitation and refuse. The revenue increase is due to the proposed increase in the 
tariff but also the current performance of those sources of revenue. The revenue was estimated 
based on what is currently being billed for those sources and taking the estimated increase into 
account. The municipality is expecting to over perform in terms of revenue for services charges in 
the current financial year. The major sources of revenue for the 2017/2018 financial year can be 
summarized as follows: 
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.Where dues the IVi 
Source 

IS§j§j§ U | IMP 

b Ifjgjltlf Revenue^ |ggf||§ 

Property rates 

127,143,300 

20.50% 

Electricity revenue 

137,487,192 

22.17% 

Water revenue 

65,086,066 

10.49% 

Sanitation Charges 

61,221,423 

9.87% 

Refuse Charges 

37,804,570 

6.09% 

Grants & Subsidies 

130,879,000 

21.10% 

Service charges - other 

60,642,142 

9.78% 


620,263,693 

100% 


Property rates is the second largest revenue source totaling 20.50% or R 127,143 million, 
marginally down from 22.50% of revenue. The third largest source is grants and subsidies totaling 
R1 1 8,489 million (R104, 2 million in 2016/17) and mainly comprises of Equitable Share allocated 
through the Division of Revenue Actm with an allocation in the amount of R 74,039 million that 
has been awarded to Bitou for the 2017/2018 financial year. Other operating grants include the 
Municipal financial Capacity building grant, Housing, Library, Finance management grant as well 
as an EPWP incentive grant. 

Other revenue consists of various items such as income received from permits and licenses, 
building plan fees, connection fees, interest on investment, interest on outstanding debtors, fines 
collected and other sundry receipts and totals R 60,642 million for the 2017/2018 financial year 
(up from R 47, 1 Million for 2016/17). User departments have been urged to review the tariffs of 
these items on an annual basis to ensure that it remains cost reflective and market related. 
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Table 4 Operating Transfers and Grant Receipts 


Description 

ft thousand 

2H3H4 

2014/(5 

2015116 

Current Year 2016/(7 

2317/18 Medium Term Revenue & 
Expenditure Framearorii 

Audited 

OaScome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Budget Year 
2017/18 

Budget Year 
*1 2318/19 

Budget Year 
♦2 20(5/20 

RECEIPTS: 




— 







OpereSnfi Transfers and Grails 










Hsflwal Gorernmeril: 

32,804 

<4,713 

69,431 

67,579 

67,579 

67,579 

77,821 

84,525 

92,776 

local Gwamwt Equ'tat'e Share 

8,614 

40,946 

56,999 

64,235 

64,235 

64.235 

74,039 

82,976 

91,226 

HrarkCdhKsdaQnsetft 

T.300 

1,450 

1,450 

1,475 

1,475 

1,475 

1,550 

1,550 

1,550 

HutlpS Sysfenj bipfo/erenl 

890 

946 

m 




- 



EPAPtmfve 

1.000 

1,371 

1,052 

1,689 

1,869 

1,869 

2,232 

- 

. 

Provincial Government 

8,58 

83,139 

35,68/ 

37,410 

19,893 

19,893 

53,055 

13,843 

25,493 

Housing 

45,705 

73,255 

26,903 

25,780 

7,693 

7,693 

40,374 

3,000 

12,(00 

Proclaimed Roads 

1,140 

too 

‘ 765 

2,754 

2,754 

2,754 

1,889 

- 


Uxay Savfces • CcnJfooal Gram 

- 

2,101 

•, 1,475 

1,444 

1,444 

1,444 

1,80 

1,935 

2,014 

tbrary Ser/fces * .MRF 

m 

6,350 

6,776 

7,193 

7,193 

7,493 

8,033 

8,959 

9,463 

CttY-Optfafaral Support 

8 

35 

18 

19 

19 

19 

'19 

19 

19 

Thusorg Cento 

218 

V 

100 

100 

ICO 

1(0 

•- 

ICO 

_ 

Provincial Management Sipped Grail 

560 

1,299 

50 

120 

£C0 

803 

240 

363 

480 

Regorval sodwcononilc project ictevce pfwenfon trough icbai upgradirg (RSEP/VPUUJmaty-tf fes 

- 

- 

- 

- 

- 

- 

1,000 

1,500 

1,500 

Dfslrict Municipality: 

- 

- 

- 

- 

- 

- 

- 

. 


f«Berfcfescr$«nf 

; 

- 

- 

- 

- 

- 

- 

- 


Other grail providers: 

- 

- 

- 

- 

- 

- 

- 

- 


[mtlc&rff&y] 

- 

- 

- 

- 

- 

- 

- 

- 


Total Operating Transfers and Granls 

85,83 

127,852 

95,518 

104,989 

87,382 

87,382 

193,876 

100,359 

118269 


The income relating to transfers from both national and provincial government have increased in 
the 2017/2018 financial year. This is mainly due to increase in the receipts for human settlement 
of R40.3 million and the increase of RIO million in the equitable share. 

The grants have increased from R87 million in the current financial year to R130 million for the 
2017/2018 financial year. 

Tariff Setting 

Tariff-setting is a pivotal and strategic part of the compilation of any Budget. When rates, tariffs 
and other charges were revised, local economic conditions, input costs and the affordability of 
services must be taken into account to ensure the financial sustainability of the Municipality. 

National Treasury continues to encourage municipalities to keep increases in rates, tariffs and other 
charges as low as possible. It must be mentioned that keeping these tariffs to inflation levels is 
done while cost drivers increases above inflation. Irrespective National Treasury still expects 
Municipalities to justify in their Budget documentation all increases in excess of the upper 
boundary of the South African Reserve Bank’s inflation target. Circular 86 states that, if 
municipalities continue to act in this manner that increase tariff above inflation, the National 
Treasury will have no other option but to set upper limits of tariff increases for property rates and 
service charges to which municipalities will have to conform. Setting of these limits is because 
any excessive increases are likely to be counter-productive to economic growth and development, 
resulting in higher levels of non-payment. 
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The 2.2% increases in the average Eskom bulk purchase price resulting in an average proposed 
increase of 2.2% in the municipal electricity tariff. 

Other factors contributing to the rising cost, include the agreed collective agreement on salaries 
and wages of which increases above upper boundary, the level of services provided, the excessive 
increase in the price of operational cost like chemicals, spares and other materials that collectively 
contribute to the extent that tariffs needs to be increased annually. Bitou Municipality has budgeted 
for a 7.4% increase in accordance with the signed agreement and taking into consideration the 
percentage of the total salary Budget in relation to total revenue. 

1.4.1 Property Rates 

Property rates cover the cost of the provision of general sendees. Determining the effective 
property rate tariff is therefore an integral part of the municipality’s Budgeting process. The 
municipality will be embarking on new valuation roll which is not anticipated to add significantly 
to the revenue base and it is anticipated that the trend will remain over the duration of the validity 
of that valuation roll. 

An increase of 12.1% in the assessment rates tariff is proposed for the 2017/2018 financial year. 
The increase takes into account the average increase of 25.13% in the property valuation and is 
applied after reducing the impact of the 2017 General Valuation Roll with 1 1%. 

The following stipulations in the Property Rates Policy are highlighted: 

• The first R 1 5 000 of the market value of a property used for residential purposes is 
exempted from the rate-able value (Section 17(h) of the MPRA). 

• In terms of the property rates policy of the municipality all residential properties (excluding 
vacant stands) with a value of up to R 350,000 are exempted from paying assessment rates. 

• Relief measures based on income includes rebates varying from 40% where the monthly 
income of an owner is less than R 3 993 per month to 1 0% where the monthly income is 
less than R 7 559 per month. 

• The following conditions apply to the granting of the rebates 

- The rateable property concerned must be occupied only by the applicant and his/her 
spouse. 

- The applicant must submit proof of his/her age and identity and also proof of the 
annual income. 

- The property must be categorized as residential. 

• The Municipality may also award a 100% rebate on the assessment rates of rateable 
properties of certain classes such as registered welfare organizations, institutions or 
organizations performing charitable work and public benefit organizations as defined in 
the property rates policy of the municipality. The owner of such a property must apply to 
the Chief Financial Officer in the prescribed format and at the prescribed date in order to 
quality for the relief. 

The categories of rateable properties for purposes of levying rates and the proposed rates for the 
2017/18 financial year based on a 12.1% increase from 1 July 2017 are contained below: 
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Table 5 Comparison of proposed rates to be levied for 2017/2018 


Category 

Current Tariff 
(1 July 2016) 

Proposed tariff 
(from 1 July 2017) 


k 

R 

Residential properties 

0.0056 

0.0062 

Residential properties - vacant land 

0.0072 

0.0081 

Farm properties - used 

0.0014 

0.0015 

Farm properties - not used 

0.0014 

0.0015 

Industrial properties 

0.0115 

0.0129 

Business and commercial properties 

0.0093 

0.0104 

State-owned properties 

0.0014 

0.0015 

Public Service Infrastructure 

0.0093 

0.0104 


1.4.2 Sale of Water and Impact of Tariff Increases 

South Africa faces similar challenges with regard to water supply as it did with electricity, since 
demand growth outstrips supply. National Treasury Budget Circular 86 makes specific reference 
to the fact that water tariffs should be cost reflective and that municipalities should ensure that 
water complies with all applicable quality standards. The water tariff structure must therefore 
ensure that: 


• Water tariffs are fully cost-reflective - including the cost of maintenance and renewal of 
purification plants, water networks and the cost associated with reticulation expansion; 

• Water tariffs are structured to protect basic levels of service and ensure the provision of 
free water to the poorest of the poor (indigent); and 

• Water tariffs are designed to encourage efficient and sustainable consumption. 

• Punitive tariffs are introduced to encourage efficient water use during drought periods. 

A tariff increase of 6.4% is proposed from 1 July 2017 for water. This is based on input cost 
assumptions inclusive of the increase in the cost of bulk water from Department of Water Affairs, 
standard levels set by the same department and increased wage bill of 7.4% and the cost of other 
inputs increasing by between 6% and 7%. 

The tariff structure has not been changed from that of the 2016/17 financial year. 
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1.4.3 Sale of Electricity and Impact of Tariff Increases 

NERSA has announced the revised bulk electricity pricing structure. A 0.31% increase in the 
Eskom bulk electricity tariff to municipalities will be effective from 1 July 2017, subject to the 
approval that must still be granted to the application of Eskom to increase tariffs more. 

Considering the Eskom increases, the consumer tariff had to be increased by 2.2% to offset the 
additional bulk purchase cost as well as recover the additional cost components such as the increase 
in the wage bill, general expenditure and increased maintenance and material cost for the 
2017/2018 financial year. The continued above average increase in electricity prices over a 
sustained period, has resulted in a downward trend in the average consumption patterns of 
consumers in an attempt to mitigate the effect of the increased cost of electricity resulting in a 
negative impact on the municipal accounts and this will affect electricity revenue. Registered 
indigents as well as sub-economic consumers will again be granted 50 kWh per month free of 
charge. 

The following table shows the impact of the proposed increases in electricity tariffs on the 
electricity charges for domestic customers: 


Table 8 Comparison current vs. new electricity charges (Domestic up to 60A connection) 


Monthly 

Consumption 

Current amount 
payable 

Proposed amount 
Payable 

Difference 

(Increase) 

kWh 

R 

R 

R 

100 

89.57 

91.54 

1.97 

250 

241.38 

246.69 

5.31 

500 

561.86 

574.22 

12.36 

750 

708.04 

723.62 

15.58 

1 000.00 

1146.14 

1171.36 

25.22 

2 000.00 

2898.54 

2962.31 

63.77 


1.4.4 Sanitation and Impact of T ariff Increases 

A tariff increase of 6.4% for sanitation from 1 July 2017 is proposed. The increase in tariffs can 
also be ascribed to rising wage cost, the increase in electricity used in purification and pumping 
processes, the service standards set by Department of Water and Sanitation and the general 
increase in the price of goods and services. It must also be emphasized that the municipality must 
ensure that purification processes complies with quality standards and that green drop status is 
maintained. Additional Budgetary allocation was made for the full time employment of process 
controllers and other waste water purification staff members critical in maintaining high quality 
purification processes and results. 
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Table 9 Comparison between current sanitation charges and increases 



TARIFF PER 
Annum (R) 

TARIFF PER 
Annum (R) 

Single Residential 

4,419.00 

4,702.00 

Shops, B&B’s Offices, Hotels 

6,795.00 

7,230.00 

Single residential used for business purposes, 
restaurants 

8,834.00 

9,399.00 

Group housing and resort zones 

4,419.00 

4,702.00 

Residential property valuation below R3 50,000 (70% / 
50%rebate on single residential tariff) 

3093.30 

3,996.70 

Septic tank removals 

407.00 

433.00 

Sanitation fee no waterborne sewerage 

1,727.00 

1,838.00 


Hie following table shows the impact of the proposed increases of in sanitation tariffs on the 
amounts charged per consumer category 


Table 10 Comparison between current sanitation charges and new, per consumer type 


Consumer type 

Current 
amount payable 

(R) ' 

Proposed 
amount 
payable (R) 

Difference 

(R) 

Single Residential 

4,419.00 

4,702.00 

283.00 

Shops, B&B’s Offices, Hotels 

6,795.00 

7,230.00 

435.00 

Single residential used for business 
purposes, restaurants 

8,834.00 

9,399.00 

565.00 

Group housing and resort zones 

4,419.00 

4,702.00 

283.00 

Residential property valuation below 
R350,000 

3093.30 

3,996.70 

903.4 

Septic tank removals v 

407.00 

433.00 

26.00 

Sanitation fee no waterborne sewerage 

1,727.00 

1,838.00 

111.00 


1 .4.5 Waste Removal and Impact of Tariff Increases 

Budget Circulars 85 and 86 state that municipalities should strive to Budget with a moderate 
surplus in order to ensure that the required funding levels are maintained and to ensure that the 
provision for the rehabilitation of the land fill site is cash backed. The Municipality is currently 
in a process to close the current land fill site and it is therefore of essence that sufficient funds are 
available for the rehabilitation of the landfill site estimated to be in excess of R 6 Million. The 
construction of a waste transfer facility has been completed and has been operational since 01 

Page 26 of 61 


26 





Bitou Local Municipality 


Multi-Year Budget 2017/18 MTRBF 


March 2016. The construction of the composite facility and drop off facility for builder’s nibble 
and green waste have also been completed. 

The municipality has no alternative but to transport its waste to the Petro SA dumpsite in Mossel 
Bay at an exorbitant cost. PetroSA has already given five extensions and the last one is that they 
will close their dumpsite on 30 June 2018 and will not give any further extension. This is a serious 
challenge not only facing Bitou Municipality but the whole of the Eden district Municipalities. 
Engagements are continuing at regional level and include provincial departments to find a lasting 
solution through development of a regional landfill site. In an attempt to reduce this cost, 
composting of green waste will be done to reduce the volumes. Recycling is promoted to further 
reduce the volumes and subsequent cost of transporting of waste. The combined cost of 
transporting, composting and recycling is at R 5. 7 Million for the current, 2016/2017 financial 
year. 

In accordance with the National Treasury directive cost reflective tariff setting is applied, which 
result in an increase of 6.4% in the waste removal tariff with effect from 1 July 2017. To avoid 
further higher than normal increases in the refuse tariff it is essential that consumers make use of 
composting and recycling to reduce refuse volumes. The Municipality will continue to educate 
community on waste management, recycling and composite. 

In order to ensure that all owners of property contribute fairly towards to cost associated with the 
service, an availability charge for refuse for all vacant stands was implemented in the 2015/2016 
Budget year as the refuse facilities needs to make provision for all possible units of refuse 
generated measured in terms of all approved erven. 


The following table compares current and proposed amounts payable from 1 July 2017: 
Table 11 Comparison between current waste removal fees and increases 



Current Tariff 
2016/2017 

Proposed 

Tariff 

2017/2018 

Difference 
Per Annum 

One removal per bin per week 

Per Annum (R) 

Per Annum (R) 

Per month (R) 

Domestic 80C container removed once a 
week 

2421.00 

2576.00 

155.00 

Domestic 240C container removed once 
a week 

2540.00 

2703.00 

163.00 

Business/Commercial 110C container 
removed twice a week 

3149.00 

3351.00 

202.00 

Business/Commercial 240C container 
removed once a week 

3463.00 

3685.00 

222.00 
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1.4.6 Overall impact of tariff increases on households 

The following table shows the overall expected impact of the tariff increases on a large and small 
household, as well as an indigent household receiving free basic services. 


Account for Hi-end Residential Owner/ Consumer 


Service Description 

2016/2017 

2017/2018 

Difference 

(R/c) 

Increase 

Assessment rates 

R5 000 000=2016/17 

R6 250 000=2017/18 {25% increase in value) 

2305.56 

2540.76 

235.2 

10.20% 

Water (60 Kl) 

704.39 

749.53 

45.14 

6.41% 

Electricity Basic (1 Phase Conventional 60A) 

395 

402.426 

7.43 

1.88% 

Electricity 2000 Units 

3161.4 

3220.83 

59.43 

1.88% 

Sewerage 

368.25 

391.83 

23.58 

6.40% 

Refuse 

201.75 

214.67 

12.92 

6.40% 

Total 

7136.35 

7520.046 

383.7 

5.38% 


Account for Mid-Sized Residential Owner/Consumer 

Service Description 

2016/201 7 

2017/2018 

Difference 

(R/c) 

Increase 

Assessment rates 

R1000 000=2016/17 

R1 250 000=2017/18 (25% increase in 
value) 

686.81 

757.95 

71.14 

0.053767 

Water (30 Kl) 

333.29 

354.63 

21.34 

6.40% 

Electricity Basic (1 Phase Conventional 
45A) 

296.00 

301.56 

5.56 

1.88% 

Electricity 600 Units 

708.04 

721.35 

13.31 

1.88% 

Sewerage 

368.25 

391.83 

23.58 

6.40% 

Refuse 

201.75 

214.67 

12.92 

6.40% 

Total 

2,594.14 

2,741.99 

147.85 

5.70% 
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Service Description 

2016/2017 

2017/2018 

Difference 

(R/c) 

Increase 

Assessment rates (Value R350,000) 

Exempt 

Exempt 

0 


Water (25 Kl) 

149.12 

222.13 

73.01 

48.96% 

Electricity Basic (Lifeline 30A) 

- 

- 

_ 


Electricity 350 Units 

303.63 

309.34 

5.71 

1.88% 

Sewerage 

257.78 

333.06 

75.28 

29.20% 

Refuse 

151.31 

193.20 

41.89 

27.68% 

Total 

861.84 

1,057.73 

195.89 

22.73% 


Account for Indigent Residential Owner/Consumer 

Service Description 

2016/2017 

2017/2018 

Diff (R/c) 

Increase 

Assessment rates (Value R350,000) 

Exempt 

Exempt 



Water (25 Kl) (1st 6K1 Free) 

149.12 

222.13 

73.01 

48.96% 

Electricity Basic (Lifeline) 

- 

- 

- 


Electricity 150 Units (1st 50 FREE) 

101.21 

103.11 

1.90 

1.88% 

Sewerage (100% Subsidy) 

- 

- 

_ 


Refuse (100% Subsidy) 

- 

- 

- 


Total 

250.33 

325.24 

74.91 

29.92% 


Note that in all instances the overall impact of the tariff increases on household’s bills has been 
kept to between 6% and 7.0%, with the increase for indigent households at 0% due to full 
subsidization. 


1.5 Operating Expenditure Framework 

Bitou Municipality’s expenditure framework for the 2017/18 Budget and MTRJEF is informed by 
the following: 

• The asset renewal strategy and the repairs and maintenance plan; 

• Balanced Budget constraints (operating expenditure should not exceed operating revenue) 
unless there are existing uncommitted cash-backed reserves to fund any deficit; 

• The financial recovery of the municipality to ensure the required funding levels are 
achieved and maintained. 

• Continued provision of basic services and financial sustainability 
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Operational gains and efficiencies will be directed to ensure appropriate cash backing of 
statutory funds, provisions and reserves as well as funding the capital Budget and other 
core services, 


The following table is a high level summary of the 2017/18 Budget and MTREF (classified per 
main type of operating expenditure): 

Table 13 Summary of operating expenditure by standard classification item 


Description 

2013/14 

2014/15 

2015/16 

Current Year 2016/17 

2017/18 Medium Term Revenue & 
Expenditure Framework 

R thousand 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 
Forecast 

Budget 

Year 

2017/18 

Budget 

Year+1 

2018/19 

Budget Year 
+2 2019/20 

Expenditure Bv Tvoe 

Employee related costs 

131,031 

140,753 

167,736 

195,309 

190,292 

190,292 

209,949 

234,282 

251,156 

Remuneration of councillors 

4,710 

4,767 

5,250 

5,597 

4,810 

4,810 

5,747 

6,199 

6,686 

Debt Impairment 

28,167 

24,404 

- 29,619 

31,999 

31,999 

31,999 

21,437 

22,733 

24,107 

Depredation & asset Impairment 

29,837 

22,052 

21,458 

22,731 

22,731 

22,731 

27,175 

29,361 

31,510 

Finance charges 

13,683 

14,464 

16,336 

15,318 

15,063 

15,063 

16,348 

18,280 

20,800 

Bulk purchases 

76,400 

84,459 

85,005 

89,748 

93,505 

93,505 

104,120 

107,119 

110,204 

Other materials 

2,830 

3,358 

3,633 

4,257 

4,461 

4,461 

4,494 

4,672 

4,857 

Contracted services 

14,224 

21,913 

23,695 

22,769 

31,724 

31,724 

25,074 

26,266 

26,897 

Transfers and subsidies 

1,948 

3,043 

4,200 

3,632 

4,232 

4,232 

3,401 

4,577 

4,760 

Other expenditure 

107,987 

116,678 

102,735 

131,029 

139,585 

139,585 

154,196 

117,063 

131,827 

Loss on disposal of PPE 







- 

- 

- 

Total Expenditure 

410,817 

435,890 

459,665 

522,388 

538,402 

538,402 

571,940 

570,552 

612,804 


The Budgeted allocation for employee related costs for the 2017/18 financial year totals R 209,949 
million, which equals 36.3% of the total operating expenditure, a growth of 10% from that of the 
2016/17 Adjustments Budget. Based on the collective SALGBC wage agreement, salary increases 
have been factored into this Budget at a percentage increase of 7.4% for the 2017/16 financial year 
with the outer two years factored at CPIX plus 1 as per agreement. 

In order to ensure economic viability and to not overstretch the already limited financial resources, 
cash management strategy and vacancies have to be significantly rationalized downwards and 
Budgeted based on critical areas in line with provision made for other operations. Only the 
positions that are critical for service delivery have been included in the 2017/2018 Budget. These 
positions are mainly at water and waste water and fire services. In line with National Treasury 
advocacy on use of external service providers, departments are to provide detailed exit plans on 
the use of consultants before any positions can be funded and appointments be made within each 
directorate. 

Council has also authorized a work study in an attempt to rationalize the organogram/ 
organizational structure. Completion have been fasttracked to be finalized by the middle of the 
2017/18 financial year. This is a critical area that needs to be finalized as the employee-related 
costs are the major driver of costs and continue to pressure our operating expenditure. Over the 
MTREF this cost escalates from 36% to 40% of operating expenditure, therefore breaching the 
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upper benchmark of 33% which is very alarming. Budgeted vacant positions will have to be filled 
in a staggered manner and where positions have been funded, overtime will have to be reduced in 
the MTREF to ensure the financial sustainability of the municipality. 

In this MTREF funding of new posts have been devised taking into consideration the work study 
that must still be conducted and completed, meaning core service delivery positions and some 
critical positions that were funded since last year continue to take priority again. 

The cost associated with the remuneration of public office bearers is determined by the Minister 
of Co-operative Governance and Traditional Affairs in accordance with the Remuneration of 
Public Office Bearers Act, 1998 (Act 20 of 1998). The remuneration cost of councilors is partially 
subsidized through the equitable share allocation awarded to the municipality in terms of the 
Division of Revenue Act. 

The provision of debt impairment was determined based on an annual collection rate of 95% and 
the Debt Write-off Policy of the Municipality. The current average collection rate equals 95% at 
end of February 2017 and it is anticipated that the recovery of debt, through the increase in debt 
collection action will reach a level of 95.0% upon conclusion of the current financial year. The 
provision amounts to R 21.437 million for the 2017/18 financial year, this include impairment of 
traffic fines. 

Provision for depreciation and asset impairment has been informed by the Municipality’s Asset 
Management Policy. Depreciation is widely considered a proxy for the measurement of the rate 
at which assets are consumed. Budget appropriations in this regard total R 27, 175 million for the 
2017/1 8 financial year and equates to 4.64% of the total operating expenditure. 

Finance charges consist primarily of the repayment of interest on long-term borrowing (cost of 
capital). Finance charges make up 2.79% (R 16,348 million) of operating expenditure excluding 
annual redemption for 2017/18 and remains constant through the remainder of the MTREF. Bitou 
Municipality has small room in its prudential limits for borrowing and care needs to be taken to 
ensure that annual finance charges remains within the affordability threshold of ratepayers and 
consumers considering the prevailing economic circumstances. 

Bulk purchases are directly informed by the purchase of electricity from Eskom. The annual price 
increases have been factored into the Budget appropriations and directly inform the revenue 
provisions. The expenditure include an increase by 1 1% for the 2017/18 financial year. 
Contracted services relates to the provision of services by means of the appointment of service 
providers where the necessary in-house skills are not available or have not yet been adequately 
developed. Certain functions also require the contracting of specialist knowledge contracted from 
time to time due to the fact that the municipality cannot afford to employ experts on a full-time 
basis. This category of expenditure decreases by R6.6 million. This again emphasizes the need to 
build capacity to ensure certain functions are performed in-house as recommended by National 
Treasury. 

Other expenditure comprises of various line items relating to the daily operations of the 
municipality. This group of expenditure has also been identified as an area in which cost savings 
and efficiencies can be achieved. Other expenditure increases by R 14.9 million for the 2017/18 
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financial year. Other materials comprise of amongst others the purchase of materials and spares 
for maintenance, cleaning materials and chemicals. 


The following graph provides a breakdown of the main expenditure categories for the 2017/18 
financial year. 


OPERATING EXPENDITUR 



related 
costs 


~ ....councillors. 
Debt jmpaimient 


Depreciation & asset 
Finance charges lmpa(rment 

3% 5% 


Other expenditure 
27% 


Bulk purchases 
18% 


Other 

1 % 


Figure 2: Main operational expenditure categories for the 2017/18 financial year 
1.5.1 Priority given to repairs and maintenance 

In order to ensure the health of the assets of the municipality and to prolong the useful lives, it is 
necessary to ensure that repairs and maintenance is adequately Budgeted. Budget circular 86 
cautions municipalities not to affect savings in repairs and maintenance to balance the Budget but 
to ensure that sufficient budgetary allocation is made for this expenditure item. In line with Bitou 
Municipality’s repairs and maintenance plan this group of expenditure has been prioritized to 
ensure sustainability of Bitou Municipality’s infrastructure. 
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The following table is a consolidation of all the expenditures associated with repairs and 
maintenance: 


Table 14 Operational repairs and maintenance 


Description 

2013/14 

2014/15 

2015/16 

Current Year 2016/17 

2017/18 Medium Term Revenue & 







Expenditure Framework 

R thousand 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full 

Year 

Forecast 

Budget 

Year 

2017/18 

Budget 

Year+1 

2018/19 

Budget 
Year +2 
2019/20 

Repairs and maintenance 
expenditure bv Asset 
Class/Sub-class 










Infrastructure 

5,366 

6,332 

9,264 

17,639 

17,509 

17,509 

15,671 

17,905 

18,441 

Infrastructure - Road transport 

1,715 

2,006 

3,942 

8,183 

8,133 

8,133 

8,647 

9,826 

9,507 

Roads, Pavements & 





Bridges 

1,373 

1,491 

3,195 

7,733 

7,383 

7,383 

8,197 

9,358 

8,997 

Storm water 

342 

514 

747 

450 

750 

750 

450 

470 

510 

Infrastructure - Electricity 

1,969 

1,796 

2,772 

4,616 

2,860 

2,860 

3,325 

3,681 

3,914 

Transmission & 









Reticulation 

1.940 

1,571 

1,804 

1&9 

1,203 

1,203 

1,700 

1,876 

2,058 

Street Lighting 

29 

225 

968 

2,657 

1,657 

1,657 

1,625 

1,805 

1,855 

Infrastructure - Water 

175 

573 

641 

850 

790 

790 

890 

944 

980 

Water purification 

5 

405 

482 

429 

369 

369 

440 

463 

479 

Reticulation 

171 

168 

159 

421 

421 

421 

450 

481 

501 

Infrastructure - Sanitation 

983 

1,957 ■ 

1,908 

2,281 

2,626 

2,626 

2,810 

3.007 

3,127 

Reticulation 

931 

1,796 

1,709 

2,020 

2,365 

2,365 

2,531 

2,708 

2,817 

Sewerage purification 

52 

161 

200 

261 

261 

261 

279 

298 

310 

Infrastructure - Other 

523 

- 

- 

1,710 

3,100 

3,100 

- 

448 

914 

Waste Management 

523 

- 

- 

1,710 

3,100 

3,100 

- 

448 

914 

Community 

1,699 

1,979 

3,644 

3,695 

3,674 

3,674 

3,422 

3,583 

3,750 

Sportsfields & stadia 

171 

275 

125 

234 

134 

134 

140 

258 

269 

Recreational facilities 

231 

214 

401 

600 

380 

380 

406 

435 

452 

Fire, safety & emergency 

83 

47 

12 

38 

23 

23 

25 

26 

27 

Security and policing 

- 

- 

- 

- 

200 

200 

214 

- 

- 

Other 

1,213 

1,443 

3,107 

2,822 

2,937 

2,937 

2,638 

2,864 

3,002 

Other assets 

3,476 

4,116 

4,071 

6,220 

6,524 

6,524 

7,386 

7,682 

8,148 

General vehicles 

1,172 

1,573 

1,882 

2,148 

2,137 

2,137 

2,392 

2,677 

2,942 

Plant & equipment 

Computers - 

271 

648 

705 

1,003 

1,083 

1,083 

1,184 

1,243 

1,296 

hardware/equipment 

327 

148 

140 

173 

173 

173 

221 

221 

221 

Furniture and other office 
equipment 

6 

29 

1 

48 

48 

48 

51 

55 

57 

Civic Land and Buildings 

1,645 

1,648 

1,280 

2,693 

2,828 

2,828 

3,266 

3,195 

3,327 

Other Buildings 

13 

20 

48 

82 

182 

182 

195 

208 

216 

Other 

42 

49 

15 

73 

73 

73 

79 

84 

87 

Intanqlbles 


383 


915 

915 

915 

951 

989 

1,029 

Computers - software & 
programming 

_ 

383 

_ 

915 

915 

915 

951 

989 

1,029 

Other (list sub-class) 

- 

- 

- 

- 

- 

- 

- 

- 












Total Repairs and Maintenance 
Expenditure 

10,540 

12,809 

16,979 

28,469 

28,622 

28,622 

27,431 

30,160 

31,368 
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Repairs and maintenance is decreases by R 1.151 million compared to the February 2017 
Adjustments Budget (from R 28,622 million upwards to R 27,431 million) and thus repairs and 
maintenance being 4% of the operating budget in the 2017/2018 financial year. The allocation to 
repairs and maintenance gradually increases over the MTREF and is reliant on the financial 
recovery of the municipality to be further supplemented. 

1.5.2 Free Basic Services: Basic Social Services Package 

The social package assists households that are poor or face other circumstances that limit their 
ability to pay for services. To receive these free services the households are required to register in 
terms of Bitou Municipality’s Indigent Policy. It is estimated that between 4378 and 4600 
households will receive subsidies on tariffs and rates in the 2017/2018 financial year, either by 
means of the full basket of services given as Indigent subsidies or in terms of the property value 
threshold where owners of properties with a value of less than R 350 000 qualify for services at 
sub-economic tariffs. The estimated expenditure on free and subsidized services, inclusive of 
assessment rate rebates will exceed R 51.6 Million for the 2017/2018 financial year. 

The results of Census 201 1 has also shown that the population of Bitou have significantly increased 
over the last 10 years, making it the fourth fastest growing area, measured by population in the 
country from census to census. The indigent process is one of self-registration therefore 
households needing assistance must annually apply for the subsidy. Detail relating to free services, 
cost of free basis services, revenue lost owing to free basic services as well as basic service delivery 
measurement is contained in Table 27 MBRR A10 (Basic Service Delivery Measurement). 

The cost of the social package of the registered indigent households is largely financed by national 
government through the local government equitable share received in terms of the annual Division 
of Revenue Act. 


1.6 Capital expenditure 

The following table provides a breakdown of Budgeted Capital Expenditure by vote: 


Table 16 2017/18 Medium-term capital Budget 


Vote Description 

2014/15 

2015/16 


Current Year 2016/17 


2017/18 Medium Term Revenue & 
Expenditure Framework 

R thousand 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 
Forecast 

Pre-audit 

outcome 

Budget 

Year 

2017/18 

Budget 

Year+1 

2018/19 

Budget 
Year +2 
2019/20 

1.1 -Executive Council 

_ 

_ 

_ 







2.1 - Office of the Municipal 
Manager 

287 

125 

100 

210 

210 

210 




3.1 -Office of HOD - 
Community Services 

7,514 

3,320 

6,316 

20,622 

20,622 

20,622 

17,878 

6,273 

4,873 

4.1 -Office of HOD - 
Corporate Services 

286 

131 

404 

404 

404 

404 

270 

- 


5.1 -Office of the CFO 

1,469 

5,610 

1,375 

2,075 

2,075 

2,075 

3,000 

2,000 

1,750 

6.1 -Office of HOD -Strategic 
Services 


2,648 

4,005 

4,794 

4,794 

4,794 

1,280 

450 

350 

7.1 -Office of HOD - 
Engineering Services 

40,293 

73,106 

67.201 

81,024 

81,024 

81,024 

78,958 

80,347 

93,710 

Capital single-year 
expenditure sub-total 

49,849 

84,939 

79,401 

109,129 

109,129 

109,129 

101,385 

89,070 

100,683 
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Total Capital Expenditure- 
Vote 

49,849 

84,939 

79,401 

109,129 

109,129 

109,129 

101,385 

89,070 

100,683 

Caoital Exoendlture • 

Functional 

Governance and 
administration 

2,041 

8,034 

1,879 

3,478 

3,478 

3,478 

3,270 

2,000 

1,750 

Executive and council 

303 

3,565 

100 

910 

910 

910 

- 



Finance and administration 

- 

985 

215 

215 

215 

215 

3,270 

2,000 

1,750 

Internal audit 

1,738 

3,483 

1,584 

2,353 

2,353 

2,353 


- 

_ 

Community and public 
safety 

4,554 

3,722 

14,686 

29,176 

29,176 

29,176 

17,378 

5,623 

4,223 

Community and social 










seivlces 

451 

1,477 

2,344 

3,275 

3,275 

3,275 

14,326 

4,103 

3,323 

Sport and recreation 

2,288 

439 

3,667 

3,687 

3,687 

3,687 


- 

- 

Public safety 

1,815 

887 

5,620 

5,514 : : 

5,514 

5,§14 

3,052 

1,520 

900 

Housing 


920. 

3,054 

16,700 

16,700: 

16,700 




Health 


- 

_ 

- _ 

- 

- 




Economic and 
environmental services 

10,323 

30,273 

48,061 

55,628 

55,628 

55,628 

19,050 

16,790 

16,222 

Planning and development 

- 

121 

5 

5 

5 

5 

: : --30y; 

100 

L 

Road transport 

10,323 

30,152 

48,056 

55,623 

55,623 

55,623 

19,020 

16,690 

16,222 

Environmental protection 

- 

- 

- 

- 

- 

- 




Trading services 

38,579 

53,514 

47,439 

47,540 

47,540 

47,540 

61,687 

64,657 

78,488 

Energy sources 

15,721 

21,462 

14,348 

14,901 

14,901 

14,901 

28,352 

30,168 

32,311 

Water management 

6,615 

10,031 

14,076 

13,699 

13,699 

13,699 

32,335 

33,489 

45,177 

Wastewater management 

7,735 

11,461 

17,265 

16,740 

16,740 

16,740 




Waste management 

8,508 

10,560 

1,750 

2,200 

2,200 

2,200 

1,000 

1,000 

1,000 

Other 

- 

1,219 

4,000 

4,000 

4,000 

4,000 




Total Capital Expenditure • 
Functional 

55,497 

96,762 

116,064 

139,823 

139,823 

139,823 

101,385 

89,070 

100,683 











National Government 

23,729 

28,128 

23,906 

23.906 

23,906 

23.906 

43,458 

29,417 

. 

37,428 

Provincial Government 

6,698 

14,145 

26,059 

50,070 

50,070 

50,070 

2,022 

- 

- 

District Municipality 

295 

2,233 

- 

28 

28 

28 




Other transfers and grants 

- 

- 

- 

- 

- 

_ 



( 

Transfers recognised- 
capital 

30,722 

44,506 

49,965 

74,004 

74,004 

74,004 

45,480 

29,417 

37,428 

Public contributions & 
donations 

673 

529 

- 

- 


- 




Borrowing 

9,987 

24,586 

27,498 

28,522 

28,522 

28,522 

27,680 

18,771 

20,202 

Internally generated funds 

14,115 

27,140 

38,601 

37,297 

37,297 

37,297 

28,225 

40,882 

43,053 

Total Capital Funding 

55,497 

96,762 

116,064 

139,823 

139,823 

139,823 

101,385 

89,070 

100,683 


the development and or procurement of new assets represent 85.1% or R 98, 8 million of the total 
capital budget while asset renewal equates to 14.8% or R 17.3 million. Further detail relating to 
asset classes and proposed capital expenditure is contained in Table 26 MBRR A9 (Asset 
Management). In addition to the MBRR Table A9, MBRR Tables SA34a, b, c provides a detailed 
breakdown of the capital program relating to new asset construction, capital asset renewal as well 

as operational repairs and maintenance by asset class. 
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An amount of R 87.6 million has been appropriated for the development of infrastructure which 
represents 75.5 % of the total Capital Budget. 

The list of projects to be undertaken over the medium-term in terms of Capital Expenditure. 


Item Name 


NT Capital Funding 
Description 

2017/18 

2018/19 

2019/2020 







KWANO:UPGRADE BULK ELECTRiFICA 

Replacement 

National Government 
Transfers - INEG 

R 

7,501,930.00 

R 

4,477,544.00 

R 

10,367,195.00 

UDP;KRANSH0EK WATER SUPPLY-GRA 

New 

National Government 
Transfers • MIG 

R 

6,140.350.88 

R 

6,140,350.88 

R 

6,140.350.88 

KRANSHOEK-UPGRADING OF GRAVEL 

Replacement 

National Government 
Transfers - MIG 

R 

6,140,350.88 

R 

6,140,350.88 

R 

6,140,350.88 

REPLACEMENT OF FLEET VEHICLE 

Replacement 

External Loans 

R 

4,530,000.00 

R 

6,180,000.00 

R 

6,600,000.00 

NEW NATURES VALLEY RESERVOIR & 

New 

Asset Financing 

Reserve 

R 

1,000,000.00 

R 

2,000,000.00 

R 

5,000,000.00 

KEURBOOMS: UPGRADE AVENTURA PU 

Replacement 

Asset Financing 

Reserve 

R 

4,000,000.00 

R 

4,000,000.00 

R 

POORTJIES:UPGRADE BEACON WAY 

Replacement 

External Loans 

R 

6,000,000.00 

R 

R 

NEW WADRIFT DAM-CRR 

New 

External Loans 

R 

2,000,000.00 

R 

2,000,000.00 

R 

2,000,000.00 

KWANO: NEW WATER PIPELINE 

New 

National Government 
Transfers - MIG 


R 

4,298,952.63 

R 

1,552,303.51 

BOSSIESGIF: UPGRADE SPORTS FAC 

Replacement 

National Government 
Transfers -MIG 

R 

1,000,000.00 

R 

2,207,188.00 

R 

2,523,293.00 

KWANO: ELECTRIFICATION OF PHAS 

New 

National Government 
Transfers -INEG 

R 

1,270,000.00 

R 

2,540,000.00 

R 

1,790,700.00 

KRANSHOEK:UPGRADE OUTFALLS SEW 

Replacement 

Asset Financing 

Reserve 

R 

1,000,000.00 

R 

2,000,000.00 

R 

2,500,000.00 

KURLAND: UPGRADE WTW 

Replacement 

Asset Financing 

Reserve 

R 

R 

R 

5,000,000.00 

KWANOKUTHULA UPGRADE SEWER OUT 

Replacement 

National Government 
Transfers -MIG 

R 

4,988,375.44 


R 

PLETT:UPGRADE SWITCHGEAR AT SS7 

Replacement- 

External Loans 

R 

3,500,000.00 

R 

1,100,000.00 

R 

NEW HORIZONS: UPGRADE SPORTS FACILITY 

Replacement 

National Government 
Transfers - MIG 

R 

4,307,017.54 



EBENHAEZER: NEW BULK SEWER SER 

Replacement 

Asset Financing 

Reserve 

R 

R 

500,000.00 

R 

3,089,036.00 

NEW HORIZONS: UPGRADE OF MAIN 

Replacement 

Asset Financing 

Reserve 

R 

2,500,000.00 

R 

1,000,000.00 

R 

KURLAND: UPGRADE SPORTS FACILITY 

New 

National Government 
Transfers - MIG 

R 

3,464,912.28 



NEW FEEDER TO AVENTURA 

New 

Asset Financing 

Reserve 

R 

R 

1,600,000.00 

R 

1,800,000.00 

PLETT:NEW GENERATORS:CRR 

Replacement 

Asset Financing 

Reserve 

R 

1,000,000.00 

R 

1,100,000.00 

R 

1,200,000,00 

REPLACE EXTERNAL RADIAL SUPPLY 

Replacement 

Asset Financing 

Reserve 

R 

- 

R 

400,000.00 

R 

2,800.000.00 

KWANO:UPGRADE SW PHASE 1 

New 

Asset Financing 

Reserve 

R 

1,000,000.00 

R 

1,000,000.00 

R 

1,000,000.00 

KURLAND WTW.WATER SUPPLY, BORE 

Replacement 

Asset Financing 

Reserve 

R 

1,000,000.00 

R 

1,000,000.00 

R 

1,000,000.00 

WASTE DROP-OFF FACILITY EXTERN 

New 

Externa! Loans 

R 

1,000,000.00 

R 

1,000,000.00 

R 

1,000,000.00 

PIESANG VALLEY;NEW RISING MAIN 

New 

External Loans 

R 

R 

R 

3,000,000.00 

KRANSHOEK: NEW WATER SUPPLY 

New 

External Loans 

R 

1,000,000.00 

R 

1,000,000.00 

R 

970,576.00 

UPGRADE MV CABLES PLETT 

Replacement 

External Loans 

R 

R 

2,900,000.00 

R 

POORTJIES:UPGRADE SS4 

Replacement 

External Loans 

R 

2,800,000.00 

R 

R 
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KRANSHOEK: UPGRADE GRAVEL ROAD 

Replacement 

External Loans 

R 

1,000,000.00 

R 

1,000,000.00 

R 

781,701.00 

KRANSHOEK: UPGRADE SPORTS FAC 

Replacement 

National Government 
Transfers - MIG 

R 

2,631,579.00 

R 

R 

GREEN VALLEY:REHABILITATE PINE 

Replacement 

Asset Financing 
Reserve 

R 

R 

2,500,000.00 

R 

INDUSTRIAL: REHAB OF PAVED ROA 

Replacement 

Asset Financing 
Reserve 

R 

500,000.00 

R 

1,000,000.00 

R 

1,000,000.00 

DUNES: UPGRADE OUTFALL SEWER 

Replacement 

Asset Financing 
Reserve 

R 

R 

R 

2,500,000.00 

GOOSEVALLEY:UPGRADE MAIN SUPPL 

Replacement 

External Loans 

R 

500,000.00 

R 

1,000,000.00 

R 

1,000,000.00 

PLETT:UPGRADE MINI SUBS 

Replacement 

External Loans 

R 

800,000.00 

R 

800,000.00 

R 

800,000.00 

DUNES:REFURBISH PUMP STATION 1 

Replacement 

Asset Financing 
Reserve 

R 

R 

2,150,000.00 

R 

HV & MV TEST & SAFETY EQUIPMEN 

Replacement 

Asset Financing 
Reserve 

R 

800,000.00 

R 

800,000.00 

R 

500,000.00 

GOLWENI; ELECTRICITY RELOCATIO 

Replacement 

Asset Financing 
Resen/e 

R 

R 

900,000.00 

R 

1,000,000.00 

PLETT: UPGRADE SWITCHGEAR AT S 

Replacement 

Asset Financing 
Reserve 

R 

R 

1,900,000.00 

R 

WATER DEMAND MANAGEMENT (PRESS 

Replacement 

Asset Financing 
Reserve 

R 

500,000.00 

R 

600,000.00 

R 

800,000.00 

GANSEVALLEI WWTW: UPGRADE AERA 

Replacement 

Asset Financing 
Reserve 

R 

700,000.00 

R 

R 

1,000,000.00 

ESTABLISHMENT OF NEW CEMETARY 

New 

External Loans 

R 

700,000.00 

R 

990,625.00 

R 

PLETT: UPGRADE EXTERNAL SWlTCFIGEAR" 

Replacement 

Asset Financing 
Reserve 

R 

800,000.00 

R 

800,000.00 

R 

PLETT CBD: UPGRADING RETICULAT 

Replacement 

Asset Financing 
Reserve 

R 

700,000.00 

R 

R 

900,000.00 

KWANO: NEW LIGHTING FOR PHASE 

New 

National Government 
Transfers - MIG 

R 

R 

R 

1,563,000.00 

KURLAND:NEW WALKWAYS 

New 

Asset Financing 

Reserve 

R 

500,000.00 

R 

500,000.00 

R 

500,000.00 

PINETREES:WALKWAYS 

New 

Asset Financing 

Reserve 

R 

500,000.00 

R 

500,000.00 

"R 

500,000.00 

NEW HORIZONS:NEW WALKWAYS 

New 

Asset Financing 

Reserve 

R 

500,000.00 

R 

500,000.00 

R 

500,000.00 

GREEN VALLEY:WALKWAY 

New 

Asset Financing 

Reserve 

R 

500,000.00 

R 

500.000.00 

R 

500,000.00 

KURLAND: REHABILITATE KERSHOUT 

Replacement 

Asset Financing 

Reserve 

R 

R 

1,500,000.00 

R 

KURLAND:REHABILITATE FLOWER ST 

Replacement 

Asset Financing 

Reserve 

R 

R 

R 

1,500,000.00 

KWANO:WALI<WAY/CROSSING(NMT) 

Replacement 

Asset Financing 

Reserve 

R 

500,000.00 

R 

500,000.00 

R 

500,000,00 

DUNES:REFURBISHMENT PUMP STATI 

Replacement 

Asset Financing 

Reserve 

R 

500,000.00 

R 

1,000,000.00 

R" 

SECURITY FOR KEYS ON SITES-CRR 

Replacement 

Asset Financing 

Reserve 

R 

500,000.00 

R 

500,000.00 

R 

500,000.00 

SECURITY FOR KEY SITES-CRR 

Replacement 

Asset Financing 

Reserve 

R 

500,000.00 

R 

500,000.00 

R 

500,000.00 

GREEN VALLEY: UPGRADE BULK WAT 

Replacement 

Asset Financing 

Reserve 

R 

500,000.00 

R 

500,000.00 

R" 

500,000.00 

KWANO: UPGRADE OUTFALL SEWER 

Replacement 

External Loans 

R 

500,000.00 

R 

500,000.00 

R 

500,000.00 

NEW FIRE RESCUE ALL IN 1 (VEHI 

New 

Provincial 

Government Transfer 
-Dpt of Local Gvnt 
(Fire Services) 

R 

1,271,930.00 

R 

R 

POORTJIES:EMBARKMENT PROTECTIO 

Replacement 

External Loans 

R 

R 

R 

1,250,000.00 

SMME SHELTERS 

New 

Asset Financing 

Reserve 

R 

500,000.00 

R 

350,000.00 

R 

350,000.00 

TKWANOiHlGH MAST LIGHTS \ • ’ 

New 

Asset Financing 

Reserve 

R 

400,000.00 

R 

400,000.00 

R 

400,000.00 

COMPUTER EQUIPMENT 

Replacement 

Asset Financing 

Reserve 

R 

350,000.00 

R 

350,000.00 

R 

500,000.00 
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DUNES: UPGRADE RISING MAIN 

Replacement 

Asset Financing 
Reserve 

R 

R 

R 

1,100,000.00 

PIESANG VALLEY: UPGRADE WATER 

Replacement 

Asset Financing 
Reserve 

R 

R 

1,100,000.00 

R 

G ANSE VALLE 1 WWTW:NEW CLARIFIER 

New 

Asset Financing 
Reserve 

R 

R 

R 

1,000,000.00 

NATURES VALLEY: NEW SEWERAGE S 

New 

Asset Financing 
Reserve 

R 

500,000.00 

R 

500,000.00 

R 

HARKERVILLE: NEW SEWERAGE SYST 

New 

Asset Financing 
Reserve 

R 

500,000.00 

R 

500,000.00 


GREEN VALLEY:REHABILITATION HI 

Replacement 

Asset Financing 
Reserve 

R 

1,000,000.00 

R 

R 

KEURBOOMS:UPGRADE STORMWATER 

Replacement 

Asset Financing 
Reserve 

R 

R 

1,000,000.00 

R 

PLETT: CBD PEDESTRIAN ZONE 

Replacement 

Asset Financing 
Reserve 

R 

R 

R 

1,000,000.00 

KURLANDiUPGRADE PUMP STATION 1 

Replacement 

Asset Financing 

Reserve 

R 

R 

1,000,000.00 

R 

GOOSEVALLEY: UPGRADE OUTFALL S 

Replacement 

Asset Financing 
Reserve 

R 

R 

R 

1,000,000.00 

LAND AND BUILDINGS 2 

New 

External Loans 

R 

1,000,000.00 

R 

R 

POORJIES:PARKING AREA 

Replacement 

External Loans 

R 

R 

R 

1,000,000.00 

KRANSHOEK: UPGRADE PUMP STATIONS • ■ 

Replacement 

External Loans 

R 

1,000,000.00 

■ R 

R 

GREEN VALLEY: UPGRADE BULK SEW 

Replacement 

External Loans 

R 

1,000,000.00 

R 

R 

PIESANG VALLEY: NEW OUTFALL SE 

New 

External Loans 



R 

1,000,000.00 

KWANO: NEW ELECTRICITY FOR PHA 

New 

National Government 
Transfers - INEG 

R 

R 

R 

1,000,000.00 

QOLWENIlHIGHMST LiGHTS 

New 

Asset Financing 

Reserve 

R 

400,000.00 

R 

400,000.00 

R 

■ v'-';- ,*;*;'•* V '•?' ‘A, ’i u ? 'i-: ' 

GREEN VALLEY: HIGH MAST LIGHTS 

New 

Asset Financing 

Reserve 

R 

400,000.00 

R 

400,000.00 

R 

HOST SERVEERS UPGRADE 

Replacement 

Asset Financing 

Reserve 

R 

760,000.00 

R 

R 

SECURITY FOR KEY SITES-CRR 

New 

Asset Financing 

Reserve 

R 

250,000.00 

R 

250,000.00 

R . 
250,000.00 

AIRPORT FIRESTATION - FENCING, 

Replacement 

Asset Financing 

Reserve 

R 

750,000.00 

R 

R 

TOOLS AND EQUIPMENT-CRR 

New 

Asset Financing 

Reserve 

R 

150,000.00 

R 

270,000.00 

R 

290.000.00 

KEURBOOMS: UPGRADE TRANSFORMER 

Replacement 

Asset Financing 

Reserve 

R 

R 

R 

700,000.00 

DUNES: UPGRADING RETICULATION 

Replacement 

Asset Financing 

Reserve 

R 

R 

700,000.00 

R 

SUPPLY TO KWANO & SURROUNDS 

New 

National Government 
Transfers - MIG 

R 

676,536.84 

R 


DR SERVER/STORAGE PROJECT 

Replacement 

Asset Financing 

Reserve 

R 

650,000.00 

R 

R 

WDM;TELEMETRY@RESERV&PUMPSTATI 

New 

Asset Financing 

Reserve 

R 

200,000.00 

R 

200,000.00 

R 

200,000,00 

SPARES 

Replacement 

Asset Financing 

Reserve 

R 

150,000.00 

R 

250,000.00 

R 

200,000.00 

MELLVILLE'S CORNER 

Replacement 

Asset Financing 

Reserve 

R 

R 

600,000.00 

R 

UPGRADE OF MUNICIPAL BUILDINGS 

Replacement 

Asset Financing 

Reserve 

R 

600,000.00 

R 

R 

POORTJIES: UPGRADE RETICULATIO 

Replacement 

Asset Financing 

Reserve 

R 

600,000.00 

R 

R 

PUMP STATION EQUIPMENT-EFF 

New 

External Loans 

R 

R 

300,000.00 

R 

300,000.00 

COMPUTER REPLACEMENT 

Replacement 

Asset Financing 

Reserve 

R 

175,000.00 

R 

100,000.00 

R 

300,000.00 

PLASTIC CHAIRS AND TABLES FOR 

New 

Asset Financing 

Reserve 

R 

250,000.00 

R 

150,000.00 

R 

150,000.00 

COMPUTER EQUIPMENT SPARES 

Replacement 

Asset Financing 

Reserve 

R 

150,000.00 

R 

200,000.00 

R 

200,000.00 
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Asset Financing 

R 

R 

R 

NEW USERS ^ 

Replacement 

Reserve 

150.000.00 

200,000.00 

200,000.00 



Asset Financing 

R 

R 

R 

WIRELESS UPGRADES 

Replacement 

Resen/e 

265.000.00 

100,000.00 

150,000.00 



Provincial 

R 

R 

R 

GREEN VALLEY:UPGRADE LIBRARY G 

Replacement 

Government Transfer 

512.427.77 

. 

. 



Asset Financing 

R 

R 

R 

AIRPORT FIRE FIGHTING SERVICES 

New 

Reserve 

. 

250,000.00 

250,000.00 



Asset Financing 

R 

R 

R 

TOOLS AND EQUIPMENT 

New 

Reserve 

150,000.00 

150,000.00 

200,000.00 



Asset Financing 

R 

R 

R 

UPGRADING OF DEPOT 

Replacement 

Reserve 

500,000.00 

• 




Asset Financing 

R 

R 

R 

DUNES:UPGRADE PUMP STATION 8 

Replacement 

Resen/e 

500.000.00 

- 

- 



Asset Financing 

R 

R 

R 

GOOSEVALLEY;REFURBiSH PUMPSTA 

Replacement 

Reserve 

500,000.00 

- 

- 



Asset Financing 

R 

R 

R 

KURLAND:UPGRADE WWTW 

Replacement 

Reserve 

500,000.00 

- 

- 



Asset Financing 

R 

R 

R 

KURLAND:UPGRADE PUMP STATION 4 

Replacement 

Reserve 

- 

- 

500,000.00 



Asset Financing 

R 

R 

R 

KEURBOOMS: UPGRADE RISING MAIN 

Replacement 

Resen/e 


- 

500,000.00 

w 


Asset Financing 

R 

R 

R 

WITTEDRIFT:fiiNG NETWORK 

Replacement 

Reserve 

- 

500,000.00 

- 



Asset Financing 

R 

R 

R 

HARKERVILLE BULK WATER SUPPLY 

Replacement 

Reserve 

500,000.00 

- 

. 



Asset Financing 

R 

R 

R 

KEURBOOMS:UPGRADE BOOSTER PUMP 

Replacement 

Reserve 

- 

500,000.00 

. 



Asset Financing 

R 

R 

R 

UPGRADE KURLAND FIRE SUB STATI 

Replacement 

Reserve 

- 

150,000.00 

300,000.00 



National Government 



R 

EBENEZER: NEW OUTFALL SEWER 

New 

Transfers -MIG 



438,596.49 



National Government 

R 

R 

R 

GREEN VALLEY: UPGRADE BULK WAT 

Replacement 

Transfers - MIG 

- 

- 

438,596.49 



National Government 

R 

R 

R 

PLETT: UPGRADE MAIN WTW 

Replacement 

Transfers - MIG 

- 

- 

438,596.49 



National Government 

R 

R 

R ' 

GREEN VALLEY: UPGRADE BULK SEW 

Replacement 

Transfers - MIG 

- 

- 

438,596.00 



Asset Financing 

R 

R 

R 

HAZMAT EQUIPMENT 

New 

Reserve 

- 

200,000.00 

200,000.00 



Asset Financing 

R 

R 

R 

ESTABLISHMENT OF NEW CEMENTRIE 

New 

Reserve 

- 

200,000.00 

200,000.00 



Asset Financing 

R 

R 

R 

TECHNICAL RESCUE EQUIPMENT 

New 

Reserve 

200,000.00 

150,000.00 

- 



Asset Financing 

R 

R 

R 

SCBA SETS AND COMPRESSOR 

New 

Reserve 

- 

200,000.00 

100,000.00 



Asset Financing 

R 

R 

R 

TOOLS AND EQUIPMENT-CRR 

New 

Reserve 

80,000.00 

100,000.00 

120,000.00 



Asset Financing 

R 

R 

R 

NATURES VALL£Y:TELEMETRY 

New 

Reserve 

- 

* 

300,000.00 




R 

R 

R 

KWANO; UPGRADE TANK PUMPS AND 

Replacement 

External Loans 

300,000.00 


- 



Asset Financing 

R 

R 

R 

CCTV CAMERAS 

New 

Reserve 

- 

120,000.00 

120,000.00 



Asset Financing 

R 

R 

R 

HIGH SITE SETUP 

Replacement 

Reserve 

80,000.00 

80,000.00 

80,000.00 



Asset Financing 

R 

R 

R 

TOOLS AND EQUIPMENT 

New 

Reserve 

88,000.00 

150,000.00 

- 



Asset Financing 

R 

R 

R 

UPGRADE OF BUILDINGS 

Replacement 

Reserve 

- 

200,000.00 

- 



Asset Financing 

R 

R 


FIREWALL UPGRADE 

Replacement 

Reserve 

200,000.00 

- 




Asset Financing 

R 

R 

R 

NATURES VALLEY: REPUCE EQUIPM 

Replacement 

Reserve 


200,000.00 

- 



Asset Financing 

R 

R 

R 

SPECIALISED EQUIPMENT 

New 

Reserve 

190,000.00 

- 

- 

- 


Asset Financing 

R 

R 

R 

EXTENSION OF SLIP-WAY CENTRAL 

New 

Reserve 

75,000.00 

50,000.00 

50,000.00 



Asset Financing 

R 

R 

R 

TOOLS AND EQUIPMENT 

New 

Reserve 

100,000.00 

60,000.00 

- 
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Asset Financing 

R 

R 

R 

FIRE ARMS 9MM CLOCK SEMI AUTOM 

New 

Reserve 

50,000.00 

50,000.00 

50,000.00 



Asset Financing 

R 

R 

R 

TOOLS AND EQUIPMENT 

New 

Reserve 

75,000.00 

75,000.00 

- 



Asset Financing 

R 

R 

R 

TOOLS AND EQUIPMENT 

New 

Reserve 

100,000.00 

50,000.00 

- 



Asset Financing 

R 

R 

R 

UPGRADE OF MUNICIPAL BUILDING 

Replacement 

Reserve 

150,000.00 

- 

- 



Asset Financing 

R 

R 

R 

TECHNICAL EQUIPMENT 

New 

Reserve 

82,000.00 

60,000.00 

- 



Asset Financing 

R 

R 

R 

TOOLS AND EQUIPMENT 

New 

Reserve 

50,000.00 

30,000.00 

30,000.00 



Asset Financing 

R 

R 

R 

GPS HANDHELD DEVICE 

New 

Reserve 

- 

100,000.00 

. 



Asset Financing 

R 

R 

R 

FURNITURE AND EQUIPMENT 

New 

Reserve 

30,000.00 

50,000.00 

- 



Asset Financing 

R 

R 

R 

SIGNAGE 

Replacement 

Reserve 

50,000.00 

30,000.00 

- 



Asset Financing 

R 

R 

R 

FURNITURE AND EQUIPMENT 

New 

Reserve 

70,000.00 

- 

- 



Asset Financing 

R 

R 

R 

OFFICE FURNITURE 

New 

Reserve 

25,000.00 

20,000.00 

20,000.00 



Asset Financing 

R 

R 

R 

KWANO;SPEEDHUMPS (SHP) 

New 

Reserve 

- 

- 

50,000.00 



Asset Financing 

R 

R 

R 

HALL CONNECTIONS (PHONES NETWO 

Replacement 

Reserve 

50,000.00 

- 

- 




R 

R 

R 

NATURES VALLEY: NEW RIVER PUMP 

New 

External Loans 

50,000.00 

- 

- 



Asset Financing 

R 

R 

R 

BODY ARMOR 

New 

Resen/e 

40,000.00 

- 

. 



Asset Financing 

R 

R 

R 

SOUND SYSTEM 

New 

Reserve 

30,000.00 


- 



Asset Financing 

R 

R 

R 

FURNITURES, EQUIPMENT 

New 

Reserve 

30,000.00 

. 

- 



Asset Financing 

R 

R 

R 

FURNITURE AND EQUIPMENT 

New 

Reserve 

30,000.00 

- 

- 



Provincial 

R 

R 

R 

BOOK DETECTION SYSTEM 

New 

Government Transfer 

30,000.00 

. 

. 



Asset Financing 

R 

R 

R 

OFFICE FURNITURE 

New 

Reserve 

25,000.00 

- 

- 



Asset Financing 

R 

R 

R 

FURNITURE AND EQUIPMENT 

New 

Reserve 

20,000.00 

. 

• 



Asset Financing 

R 

R 

R 

OVERHEAD PROJECTORS 

Replacement 

Reserve 

20,000.00 

- 

- 



Provincial 

R 

R 

R 

FURNITURE AND EQUIPMENT 

New 

Government Transfer 

15,000.00 

- 

- 



Provincial 

R 

R 

R 

COMPUTER EQUIPMENT 

New 

Government Transfer 

15,000.00 

- 

- 




R 

R 

R 




101,385,410.63 

89,070,011.39 

100,682,891.74 


1 .7 Annual Budget Tables - Municipality 

The following eighteen pages present the ten main Budget tables as required in terms of section 
8 of the Municipal Budget and Reporting Regulations. These tables set out the municipality’s 
2017/18 Budget and MTREF as approved by the Council. Each table is accompanied by 
explanatory notes on the facing page. 


Page 40 of 61 


40 



Bjtou Local Municipality 


Multi-Year Budget 2017/18 MTREF 



Description 

2017/18 Medium Term Revenue & Expenditure 
Framework 

R thousands 

Budget Year 

Budget Year +1 

Budget Year +2 

2017/18 

2018/19 

2019/20 

Financial Performance 




Property rales 

127,143 

134,771 

142,857 

Service charges 

301,599 

319,894 

339,287 

Investment revenue 

8,502 

8,842 

9,195 

Transfers recognised - operational 

130,876 

100,369 

118,269 

Other own revenue 

52,141 

54,576 

56,944 

Total Revenue (excluding capital transfers and 
contributions) 

620,260 

618,452 

666,553 

Employee costs 

209,949 

234,282 

251,156 

Remuneration of councillors 

5,747 

6,199 

6,686 

Depreciation & asset Impairment 

27,175 

29,361 

31,510 

Finance charges 

16,348 

18,280 

20,800 

Materials and bulk purchases 

108,614 

111,791 

115,061 

Transfers and grants 

3,401 

4,577 

4,760 

Olher expenditure 

200,707 

166,062 

182,831 

Total Expenditure 

571,940 

570,552 

612,804 

Surplus/(DetIcIt) 

48,320 

47,900 

53,748 

Transfers and subsidies - capital (monetary allocations) 
(National / Provincial and District) 

45,480 

29,417 

37,428 

Contributions recognised - capital & contributed assets 

- 

- 

_ 

Surplu$/(DefIcit) after capital transfers & contributions 

93,800 

77,317 

91,176 

Share of surplus/ (deficit) of associate 

- 

_ 


Surplus/(Deficit) for the year 

93,800 

77,317 

91,176 

Capita! expenditure & funds sources 




Capital expenditure 

101,385 

89,070 

100,683 

Transfers recognised - capital 

45,480 

29,417 

37,428 

Public contributions & donations 

~ 

- 

- 

Borrowing 

27,680 

18,771 

20,202 

Internally generated funds 

28,225 

40,882 

43,053 

Total sources of capital funds 

101,385 

89,070 

100,683 

Financial position 




Total current assets 

109,258 

110,489 

63,339 

Total non current assets 

1,133,506 

1,242,017 

1,385,726 

Total current liabilities 

101,780 

139,046 

188,142 

Total non current liabilities 

281,520 

326,857 

322,148 

Community wealth/Equity 

911,728 

989,045 

1,080,221 
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Cash flows 

Net cash from (used) operating 

Net cash from (used) Investing 

Net cash from (used) financing 

Cashfcash equivalents at the year end 

125,420 

(135,812) 

12,437 

149,799 

77,015 

(89,359) 

24,958 

162,413 

109,507 

(101,103) 

27,866 

198,684 

Cash backlnq/surolus reconciliation 




Cash and investments available 

45,250 

10,512 

(23,701) 

Application of cash and investments 

40,084 

9,961 

29,880 

Balance • surplus (shortfall) 

5,166 

551 

(53,581) 

Asset manaaement 




Asset register summaiy (WDV) 

1,126,403 

1,233,842 . 

1,376,318 

Depreciation 

27,175 

29,361 

31,510 

Renewal of Existing Assets 

73,771 

69,474 

88,023 

Repairs and Maintenance 

27,431 

30,160 

31,368 

Free services 




Cost of Free Basic Services provided 

36,198 

38,170 

40,262 

Revenue cost of free services provided 

6,524 

6,524 

6,524 

Households below minimum service lovel 




Water 

- 

- 

- 

Sanftation/sewerage: 

- 

- 

- 

Energy: 

- 

- 

- 

Refuse: 

- 

- 

- 


Explanatory notes to MBRR Table A1 - Budget Summary 

1 . Table A1 is a Budget summary and provides a concise overview of Bitou Municipality’s Final 
Draft Budget from all of the major financial perspectives (operating, capital expenditure, 
financial position, cash flow, and MFMA funding compliance). 

2. The table provides an overview of the amounts approved by Council for operating 
performance, resources deployed to capital expenditure, financial position, cash and funding 
compliance, as well as the municipality's commitment to eliminating basic service delivery 
backlogs. 

3. Financial management reforms emphasize the importance of the municipal Budget being 
funded. This requires the simultaneous assessment of the Financial Performance, Financial 
Position and Cash Flow Budgets, along with the Capital Budget. The Budget Summary 
provides the key information in this regard: 

a. The operating surplus/deficit (after Total Expenditure) is positive over the MTREF 

b. Capital expenditure is balanced by capital funding sources, of which: 

i. Transfers recognized is reflected on the Financial Performance Budget; 

ii. Borrowing is incorporated in the net cash from financing on the Cash Flow 
Budget; 
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iii. Internally generated funds are financed from the anticipated operating surplus 
to be realized at 30 June 2016. The amount is incorporated in the Net cash 
from investing on the Cash Flow Budget. The fact that the municipality’s cash 
flow remains positive, and is improving indicates that the necessary cash 
resources are gradually becoming available to fund the Capital Budget. 

4. The Cash backing/surplus reconciliation shows that in previous financial years the 
municipality was not paying much attention to managing this aspect of its finances, and 
consequently many of its obligations were not cash-backed. This has then placed the 
municipality in a very vulnerable financial position, with the improve revenue collection this 
situation has started to improve as our CRR is now backed by cash. Consequently Council 
needs to ensure adequate cash-backing for ail material obligations in accordance with the 
Funding and Reserves Policy. This cannot be achieved in one financial year. But over the 
MTREF there is progressive improvement in the level of cash-backing of obligations. It is 
anticipated that the goal of having ail obligations cash-back may exceed the MTREF as 
service delivery requirements also need to receive the appropriate attention. The revised long 
term financial plan tabled with this Budget in May 2016 will assist in this regard and council 
need to adopt this policy. 

5. Even though the Council is placing great emphasis on securing the financial sustainability of 
the municipality, this is not being done at the expense of services to the poor. The section of 
Free Services shows that the amount spent on Free Basic Services and the revenue cost of 
free services provided by the municipality continues to increase. 


Table 18 MBRR Table A2 - Budgeted Financial Performance (revenue and expenditure by 
standard classification) 


Functional Classification Description 

2017/18 Medium Term Revenue & Expenditure Framework 

R thousand 

Budget Year 
2017/18 

Budget Year 
+1 2018/19 

Budget Year +2 
2019/20 

Revenue* Functional 

Governance and administration 

186,066 

214,210 

222,816 

Executive and council 

34,789 

38,885 

42,673 

Finance and administration 

151,277 

175,325 

180,143 

Internal audit 

- 

- 

_ 

Community and public safety 

54,687 

16,418 

26,150 

Community and social sendees 

11,998 

12,519 

13,215 

Sport and recreation 

482 

502 

522 

Public safety 

1,803 

366 

380 

Housing 

40,405 

3,032 

12,034 

Health 

- 



Economic and environmental services 

31,950 

31,546 

32,748 

Planning and development 

9,053 

7,734 

7,983 

Road transport 

22,897 

23,813 

24,765 

Environmental protection 

- 

- 

- 

Trading services 

337,797 

346,263 

372,467 

Energy sources 

139,778 

145,823 

154,662 

Water management 

71,342 

71,308 

75,470 

Waste water management 

73,457 

77,864 

82,536 

Waste management 

53,220 

51,268 

59,798 

Other 

9,760 

10,015 

12,372 

Total Revenue ■ Functional 

620,260 

618,452 

666,553 

Exnenditure* Functional 
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Governance and administration 

141,419 

139,184 

154,466 

Executive and council 

35,750 

42,872 

45,632 

Finance and administration 

101,097 

91,406 

103,545 

Internal audit 

4,571 

4,905 

5,289 

Community and public safety 

126,342 

113,930 

122,073 

Community and social sendees 

21,818 

23,522 

24,950 

Sport and recreation 

19,725 

22,128 

23,610 

Public safety 

56,651 

61,343 

65,229 

Housing 

28,147 

6,937 

8,283 

Health 

- 

- 

_ 

Economic and environmental services 

93,118 

93,982 

102,696 

Planning and development 

46,087 

44,509 

47,130 

Road transport 

47,030 

49,473 

55,567 

Environmental protection 

- 

- 

- 

Trading services 

206,540 

219,057 

229,039 

Energy sources 

133,185 

137,446 

141,209 

Water management 

36,298 

38,003 

40,283 

Waste water management 

16,825 

18,095 

19,955 ’ 

Waste management 

20,232 

25,514 

27,592 

Other 

4,521 

4,399 

4,530 

Total Expenditure ■ Functional 

571,940 

570,552 

612,804 

SurpIus/fOeflcit) for the year 

48,320 

47,900 

53,749 


Explanatory notes to MBRR Table A2 - Budgeted Financial Performance (revenue and 

expenditure by standard classification) 

1. Table A2 is a view of the Final Draft Budgeted financial performance in relation to revenue 
and expenditure per standard classification. The modified GFS standard classification divides 
the municipal services into 15 functional areas. Municipal revenue, operating expenditure and 
capital expenditure are then classified in terms if each of these functional areas which enables 
the National Treasury to compile 'whole of government’ reports. 

2. Note the Total Revenue on this table includes capital revenues (Transfers recognized - 
capital) and so does not balance to the operating revenue shown on Table A4. 

3. Note that as a general principle the revenues for the Trading Services should exceed their 
expenditures. The table highlights that this is the case for Electricity, Water and Waste water 
as well as waste management function. Administrative functions have been charged to the 
respective service delivery departments and surpluses are absorbed by the allocation of 
administrative and other overhead cost associated with governance. 

4. Other functions that show a deficit between revenue and expenditure are being financed from 
rates revenues and other revenue sources reflected under the Corporate Services. 
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Table 19 MBRR Table A3 - Budgeted Financial Performance (revenue and expenditure by 
municipal vote) 


Vote Description 

Ref 

2017/18 Medium Term Revenue & 
Expenditure Framework 

R thousand 


Budget 

Year 

2017/18 

Budget 
Year +1 
2018/19 

Budget 
Year +2 
2019/20 

Revenue bv Vote 

Vote 1 - Council 

1 

2.962 

3,319 

3,649 

Vote 2 - Office of the Municipal Manager 


31,827 

35,566 

39,024 

Vote 3 - Community Services 


129,908 

90,667 

109,743 

Vote 4 - Corporate Services 


566 

699 

832 

Vote 5 • Financial Services 


160,039 

183,980 

190.998 

Vote 6 - Strategic Services 


9,815 

8,526 

8,807 

Vote 7 - Engineering Services 


285,143 

295,694 

313,500 

Total Revenue by Vote 

2 

620,260 

618,452 

666,553 

Expenditure bv Vote to be appropriated 

Vote 1 - Council 

1 

6,520 

6,990 

7,563 

Vote 2 - Office of the Municipal Manager 


30,364 

32,106 

34,147 

Vote 3 - Community Services 


155,323 

139,444 

149,665 

Vote 4 - Corporate Seivlces 


38,208 

39,954 

42,080 

Vote 5 - Financial Services 


70,396 

73,622 

76,868 

Vote 6 -Strategic Services 


29,456 

26,705 

36,200 

Vote 7 - Engineering Services 


241,673 

251,731 

266,282 

Total Expenditure by Vote 

2 

571,940 

570,552 

612,805 

Surp!us/(Deficit) for the year 

2 

48,320 

47,900 

53,748 


Explanatory notes to MBRR Table A3 - Budgeted Financial Performance (revenue and 
expenditure by municipal vote) 

1 . Table A3 is a view of the Final Draft Budgeted financial performance in relation to the revenue 
and expenditure per municipal vote. This table facilitates the view of the Final Draft Budgeted 
operating performance in relation to the organizational structure of Bitou Municipality. This 
means it is possible to present the operating surplus or deficit of a vote. 
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Table 20 MBRR Table A4 - Budgeted Financial Performance (revenue and expenditure) 


Description 

Ref 

2017/18 Medium Term Revenue & Expenditure Framework 

R thousand 

1 

Budget Year 2017/18 

Budget Year +1 2018/19 

Budget Year *2 2019/20 

Revenue By Source 





Property rates 

2 

127,143 

134,771 

142,857 

Service charges - electricity revenue 

2 

137,487 

145,823 

154,662 

Service charges - water revenue 

2 

65,088 

68,966 

73,078 

Service charges - sanitation revenue 

2 

61,221 

64,723 

68,423 

Service charges - refuse revenue 

2 

37,805 

40,381 

43,125 

Service charges - other 


- 


* «. 

Rental of facilities and equipment 


1.500 • 

1,560 

1,622 

Interest earned - external investments 


8,502 : , 

8,842 

9.195; 

interest earned - outstanding debtors 


5,272 .-. 

5,654 ^ 

6,064 v - 

Dividends received 


v ' / 

Vi t ... 


Fines, penalties and forfeits 


22,897 

23,813 

24,765 

Licences and permits 


6,264 

6,515 

6,775 - 

Agency services 


1,319 

1,372 

1,427 

Transfers and subsidies 


130,876 

100,369 

118,269 

Other revenue 

2 

14,137 

14,882 

15,477 

Gains on disposal of PPE 


752 

782 

813 

Total Revenue (excluding capital transfers and contributions) 


620,260 

618,452 

666,553 

Expenditure By Tvpe 





Employee related costs 

2 

209,949 

234,282 

251,156 

Remuneration of councillors 


5,747 

6,199 

6,686 

Debt Impairment 

3 

21,437 

22,733 

24,107 

Depreciation & asset impairment 

2 

27,175 

29,361 

31,510 

Finance charges 


16,348 

18,280 

20,800 

Bulk purchases 

2 

104,120 

107,119 

110,204 

Other materials 

8 

4,494 

4,672 

4,857 

Contracted services 


25,074 

26,266 

26,897 

Transfers and subsidies 


3,401 

4,577 

4,760 

Other expenditure 

4.5 

154,196 

117,083 

131,827 

Loss on disposal of PPE 


- 

_ 


Total Expenditure 


571,940 

570,552 

612,804 

Surp!us/(Def!clt) 


48,320 

47,900 

53,748 

Transfers and subsidies - capital (monetary allocations) 





(National / Provincial and District) 


45,480 

29,417 

37,428 

Transfers and subsidies • capital (monetary allocations) 

(National /Provincial Departmental Agencies, Households, Non- 
profit Institutions, Private Enterprises, Public Corporatons, Higher 





Educational Institutions) 

6 

- 

- 


Transfers and subsidies - capital (In-kind - all) 







93,800 

77,317 

91,176 1 

Surplus/(Deficit) after capital transfers & contributions 

Taxation 





$urp!us/(Deficit) after taxation 


93,800 

77,317 

91,176 

Attributable to minorities 




Surplus/(Deficit) attributable to municipality 

Share of surplus/ (deficit) of associate 

7 

93,800 

77,317 

91,176 

Surplus/fDeflcit) for the year 


93,800 

77,317 

91,176 
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Explanatory notes to Table A4 - Budgeted Financial Performance (revenue and 
expenditure) 


1. Total revenue is R 538.5 million in the Final Draft 2016/17 and increases to R 620.260 million 
by 2017/18. This represents a year-on-year increase of 1 1 % 201 7/1 8 financial year. 

2. Revenue to be generated from property rates excluding penalties and collection charges is 
R1 27. 1 43 million in the 2017/1 8 financial year. 

3. Services charges relating to electricity, water, sanitation and refuse removal constitutes the 
biggest component of the revenue basket of Bitou Municipality totaling R 301,599 million for 
the 2017/18 financial year. 

4. Transfers recognized - operating includes the local government equitable share and other 
operating grants from national and provincial government. In total this amounts to R 130,876 
million with equitable share being the largest portion. 

5. Bulk purchases have increased to R1 08,61 4 for the financial year 2017/201 8. 

6. Employee related costs and bulk purchases are the main cost drivers within the municipality 
and alternative operational gains and efficiencies will have to be identified to lessen the impact 
of wage and bulk tariff increases in future years. 
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labl© 21 MBRR Table AS - Budgeted Capital Expenditure by vote, standard classification 
and funding source 


Vote Description 

2017/18 Medium Term Revenue & Expenditure Framework 

R thousand 

Budget Year 2017/18 

Budget Year +1 
2018/19 

Budget Year +2 
2019/20 

Capital expenditure • Vote 

Multi-year expenditure to be appropriated 




Vote 1 - Council 

_ 

_ 


Vote 2 - Office of the Municipal Manager 

_ 

_ 


Vote 3 - Community Services 

_ 


_ 

Vote 4 - Corporate Services 

_ 


_ 

Vote 5 - Financial Services 


_ 


Vote 6 - Strategic Services 


_ 


Vote 7 - Engineering Services 

- 

- 


Capital multi-year expenditure sub-total 




Slnale-vear exoenditure to be anoroDriated 

Vote 1 - Council 




Vote 2 - Office of the Municipal Manager 

- 

_ 


Vote 3 - Community Services 

17,878 

6,273 

4,873 

Vote 4 - Corporate Services 

270 

- 


Vote 5 - Financial Services 

3,000 

2,000 

1,750 

Vole 6 -Strategic Services 

1,280 

450 

350 

Vote 7 - Engineering Services 

78,958 

80,347 

93,710 

Capital single-year expenditure sub-total 

101,385 

89,070 

100,683 

Total Capital Expenditure - Vote 

101,385 

89,071 

100,683 

Capital Expenditure • Functional 




Governance and administration 

3,270 

2,000 

1,750 

Executive and council 

Finance and administration 

3,270 

2,000 

1,750 

Interna! audit 

_ 

_ 

_ 

Community and public safety 

17,378 

5,623 

4,223 

Community and social services 

14,326 

4.103 

3.323 

Sport and recreation 


- 


Public safety 

3,052 

1,520 

900 

Housing 

Health 




Economic and environmental services 

19,050 

16,790 

16,222 

Planning and development 

30 

100 

Road transport 

19,020 

16,690 

16,222 

Environmental protection 




Trading services 

61,687 

64,657 

78,488 

Energy sources 

28,352 

30,168 

32,311 

Water management 

32,335 

33,489 

45,177 

Waste water management 




Waste management 

1,000 

1,000 

1,000 

Other 




Total Capital Expenditure • Functional 

101,385 

89,070 

100,683 

Funded by: 




National Government 

43,458 

29,417 

37,428 

Provincial Government 

2,022 

_ 


District Municipality 

Other transfers and grants 




Transfers recognised - capital 

45,480 

29,417 

37,428 

Public contributions & donations 
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Borrowing 

Internally generated funds 

27,680 

28,225 

18,771 

40,882 

20,202 

43,053 

Total Capital Funding 

101,385 

89,070 

100,683 


Explanatory notes to Table AS - Budgeted Capital Expenditure by vote, standard 

classification and funding source 

1 . Table A5 is a breakdown of the capital program in relation to capital expenditure by municipal 
vote (multi-year and single-year appropriations); capital expenditure by standard 
classification; and the funding sources necessary to fund the capital Budget, including 
information on capital transfers from national and provincial departments. 

2. The MFMA provides that a municipality may approve multi-year or single-year capital Budget 
appropriations. In relation to multi-year appropriations. Multi-year projects are those projects 
that will not be commissioned at the end of the financial year but will stretch over more than 
one financial year. 

3. The capital program is funded from provincial grants and transfers, borrowing and internally 
generated funds from current year anticipated surpluses. For the 2017/18, capital transfers 
totals R 45.4 million. Borrowing has been provided at R 27, 6 million for 2017/18 while 
internally generated funding totals R 28.2 million in the 2017/18 financial year. 
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Table 22 MBRR Table A6 - Budgeted Financial Position 


Description 

R thousand 

2017/18 Medium Term Revenue & 
Expenditure Framework 

Budget 

Year 

2017/18 

Budget 
Year +1 
2018/19 

Budget 
Year +2 
2019/20 

ASSETS 




Current assets 




Cash 




Cal! Investment deposits 

160,995 

167,875 

175,802 

Consumer debtors 

29,012 

24,066 

19,497 

Other debtors 

36,868 

45,538 

304 

Current portion of long-term receivables 

3 

3 

.. :3-': 

Inventory 

5,221 

5,221 

5,221 

Total current assets 

232,099 

242,703 

200,927 

Non current assets 




Long-term receivables 

8 

5 

2 

Investments 

7,095 

8,170 

9,408 

Investment property 

72.345 

72,318 

72,291 

Investment in Associate 




Property, plant and equipment 

1,052,458 

1,159,978 

1,302,531 

Agricultural 




81ological 




Intangible 

1,565 

1,511 

1,461 

Other non-current assets 

35 

35 

35 

Total non current assets 

1,133,506 

1,242,017 

1,385,726 

TOTAL ASSETS 

1,365,605 

1,484,720 

1,586,653 

LIABILITIES 




Current liabilities 




Bank overdraft 




Borrowing 

19,053 

21,417 

24,116 

Consumer deposits 

6,579 

6,940 

7,321 

Trade and other payables 

35,548 

33,539 

37,561 

Provisions 

40,600 

43,831 

47,722 

Total current liabilities 

101,780 

105,727 

116,720 

Non current liabilities 




Borrowing 

160,929 

188,415 

224,298 

Provisions 

120,591 

138,442 

157,850 

Total non current liabilities 

281,520 

326,857 

382,148 

TOTAL LIABILITIES 

383,300 

432,584 

498,868 

NET ASSETS 

982,305 

1,052,136 

1,087,785 

COMMUNITY WEALTH/EQUITY 




Accumulated Surplus/(Deflcit) 

889,250 

953,574 

977,569 

Reserves 

93,055 

98,563 

110,216 

TOTAL COMMUNITY WEALTH/EQUITY 

982,305 

1,052,136 

1,087,785 
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xplanatory notes to Table A6 - Budgeted Financial Position 


1. Table A6 is consistent with international standards of good financial management practice, 
and improves understandability for councilors and management of the impact of the Budget 
on the statement of financial position (balance sheet). 

2. This format of presenting the statement of financial position is aligned to GRAP1, which is 
generally aligned to the international version which presents Assets less Liabilities as 
“accounting” Community Wealth. The order of items within each group illustrates items in 
order of liquidity; i.e. assets readily converted to cash, or liabilities immediately required to be 
met from cash, appear first. 

3. Table A6 is supported by an extensive table of notes (Table SA3) providing a detailed analysis 
of the major components of a number of items, including: 

• Call investments deposits; 

• Consumer debtors; 

• Property, plant and equipment; 

• Trade and other payables; 

• Provisions non-current; 

• Changes in net assets; and 

• Reserves 

4. The municipal equivalent of equity is Community Wealth/Equity. The justification is that 
ownership and the net assets of the municipality belong to the community. 

5. Any movement on the Budgeted Financial Performance or the Capital Budget will inevitably 
impact on the Budgeted Financial Position. As an example, the collection rate assumption 
will impact on the cash position of the municipality and subsequently inform the level of cash 
and cash equivalents at year end. Similarly, the collection rate assumption should inform the 
Budget appropriation for debt impairment which in turn would impact on the provision for bad 
debt. These Budget and planning assumptions form a critical link in determining the 
applicability and relevance of the Budget as well as the determination of ratios and financial 
indicators. In addition the funding compliance assessment is informed directly by forecasting 
the statement of financial position. 
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Table 23 MBRR Table A7 - Budgeted Cash Flow Statement 


Description 

2017/18 Medium Term Revenue & 
Expenditure Framework 

R thousand 

Budget 

Year 

2017/18 

Budget 
Year +1 
2018/19 

Budget 
Year +2 
2019/20 

CASH FLOW FROM OPERATING ACTIVITIES 
Receipts 




Property rates 

120,785 

134,409 

147,904 

Service charges 

288,696 

267,845 

284,413 

Other revenue 

29,532 

30,893 

32,129 

Government - operating 

113,489 

98,192 

108,636 

Government - capital 

45,480 

29,417 

37,428 

Interest 

13,568 

14,275 

15,023 

Dividends 

- 

- 

_ 

Payments 




Suppliers and employees 

(487.303) 

(478,126) 

(512,859) 

Finance charges 

(16,348) 

(18,280) 

(20,800) 

Transfers and Grants 

(3,401) 

(4,577) 

(4,760) 

NET CASH FROMI(USED) OPERATING 




ACTIVITIES 

104,494 

74,049 

87,113 

CASH FLOWS FROM INVESTING ACTIVITIES 
Receipts 




Proceeds on disposal of PPE 

752 

782 

813 

Decrease (Increase) in non-current debtors 

- 

- 

_ 

Decrease (Increase) other non-current 




receivables 

3 

3 

3 

Decrease (increase) In non-current investments 

(933) 

(1.074) 

(1.237) 

Payments 




Capital assets 

(101,385) 

(89,070) 

(100,683) 

NET CASH FROM/(USED) INVESTING 




ACTIVITIES 

(101,563) 

(89,359) 

(101,103) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Receipts 




Short term loans 

- 

- 

- 

Borrowing long term/refinancing 

28,225 

40,882 

43,053 

Increase (decrease) in consumer deposits 

342 

361 

380 

Payments 




Repayment of borrowing 

(18,255) 

(19,053) 

(21,417) 

NET CASH FROM/(USED) FINANCING 




ACTIVITIES 

10,311 

22,190 

22,016 

NET INCREASE/ (DECREASE) IN CASH HELD 

13,242 

6,880 

8,027 

Cash/cash equivalents at the year begin: 

147,753 

160,995 

167,875 

Cash/cash equivalents at the year end: 

160,995 

167,875 

175,902 


Explanatory notes to Table A7 - Budgeted Cash Flow Statement 

1. The Budgeted cash flow statement is the first measurement in determining if the Budget is 
funded. 

2. It shows the expected level of cash in-flow versus cash out-flow that is likely to result from the 
implementation of the Budget. 

3. The cash levels of Bitou Municipality have substantially improved from 2013/14 to 2014/15 
but decreases in 2015/16 to 2017/18 with anticipated increase in cash and cash equivalents 
for the 2018/19 financial period. 
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4. A cash surplus is expected over the MTREF indicating that the Budget is cash backed in 
respect of cash in and out flows. 


2. Overview of Budget related-policies 

Bitou Municipality’s Budgeting process is guided and governed by relevant legislation, frameworks, 
strategies and related policies. The narratives to each policy are presented with this Final Draft Budget are 
submitted after inputs from officials and the stakeholder engagement process. Amendments have been 
incorporated accordingly in the Final Draft Budget. All the Final Draft Budgeted-related policies and the 
amendments are contained in Annexure D. 

2.1 Summary of amendments to Budget-related policies 

a. Summary of Indigent Policy amendments. 

Addition 

Qualification Criteria 

5.7 In the event where the applicant is a tenant, the application must be accompanied by 
a consent letter from the owner and an affidavit stating the date of occupation; 

Remove 


7.2.7 A Bi-annual verification process will be undertaken to determine if the indigent still 
meet the indigent requirements. ( to be in line with council resolution). 


b. Summary of the Credit Control and Debt Collection Policy amendments. 

Addition 

9.4.6 no penalties/interest will be levied on handed over accounts; 

Annexure B 

Customer Care and Debt Collection 
Addition 

3.1 If the debtor fails to pay the annual account on the due date the annual status will 
automatically be converted to monthly for future financial years. 


c. Summary of asset management policy amendments. 
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No amendments to this policy 

d. Summary of Petty Cash Policy amendments. 

No amendments to this policy 

e. Summary of Creditors, Councillors and Personnel Payment Policy amendments 
No amendments to this policy 


f. Summary of Investment and Cash Management Policy amendments 

No amendments to this policy 

g. Summary of Borrowing Policy amendments 

No amendments to this policy 

h. Summary of Liquidity and Funding Policy amendments 

No amendments to this policy 

i. Summary of Long Term Financial Plan update, Concluding remarks (to be read with full 

Long Term Plan update) 

0 The municipality has demonstrated the ability to generate revenue notwithstanding the constraints of 
sluggish economic growth and high unemployment in the area. 

o The environment within which the municipality operates exhibits a “Medium” risk to generate own 
revenue. In the light of the fact that the municipality has reached the upper limits in terms of revenue 
generation per capita in real terms, continued cost control in the short term and accelerated local 
economic development in the medium term is called for. 

• The municipality achieved a high (96% - annual average) Revenue Collection Level. Gross Debtor 
levels are increasing and the municipality is advised to improve the collection levels in future. 

0 The municipality’s liquidity has worsened slightly as evidenced by the reduction of the Cash Cover 
Ratio of 0.83. Further improvements to a Liquidity Reserve to fully cover all statutory requirements 
including 1 month of Opex is called for. 

0 The MTR.EF intended capex funding with a high proportion of internally generated funds will 
compromise the Municipality’s liquidity in future. An Alternative Scenario in which more external 
financing is raised at the expense of internally generated funds, spread over a greater number of years, 
is proposed. 

e Notwithstanding an increase in borrowings in the Alternative Scenario, the Gearing levels will remain 
well within the proposed benchmark levels of 35% and the External Loan Liability Paid Coverage 
Ratio above 1.7. 
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0 We estimate that the municipality will be able to invest in a capital programme of R 1 079 million in 
the planning period to FYE2026 and be able to afford that 38% of this capex is funded with external 
financing. 


j, Summary of Rates Policy amendments 

The definition “ Business ' ’ was amended by insertion of the following sentence: 

"The category business includes accommodation establishments eg: Guest Houses and Bed and 
Breakfasts ” 

The definition “Residential” was amended as follows: 

“Residential property” means a property included in the valuation roll in terms of section 48(2)(b) of 
the Act (read with section 8) as residential in respect of which the primary use or permitted use is for 
residential purposes rinelusive - of- et -suite - ofir- o oms ^ which forms a living tout t hat-is-used-fer - hab i ta ti on 
purposes , or a multiple - monber -e f such units on a property, including cstablishments - with -3 - o r le ss 
bedwemsrus ed for the purpose of do tti ng i ndividual - n-oems for residential accommodation, exclu ding 
e faee&mm e dation establishments with 4 or more bcd reemsrhotelsrboardin g - anc Ti mde r takingrho steh 
pktee-efi ns tn t ct ion an d-seetiem Ttitle - imifS z " 

The following definition “Rural Lifestyle” was deleted: 

“Rural Lifestyle” means non-urban domestic properties primarily used for residential purposes. 

The following definition “game fanning” was deleted” 

“game farming” means agricultural property on which the trading in - or the hunting of game take 
place. ” 

The following definition “Sport Clubs” was insetted as follows: 

“Sport Clubs and fields” means sport grounds and clubs used for the purpose of amateur and any social 
activities, which are connected with such sport.” 


The definition “Vacant land” was amended by deletion of the following clause (d) and insertion of 
(e) as follows; 

“(d) Rura l Lifestyle V ac a n t mean s a p r op e r tyAn e huled - indh e- mh i a t wft - rol T ht -tetHn s - o f s ee tion 48(2 ) 
o f the Act ( r ead with se c tion 8) as-rwal - Ufes t yU^v aemi^ 

“(e) Agricultural Vacant, means a property included in the valuation roll in terms of section 8 (2) of the 
Act (read with section 8 (3) as Agricultural vacant ” 

8.2 (g) of the Policy was amended by deletion of s tate - owned pr e perti c sp and insertion of properties 
owned by an organ of state and used for public service purposes. 

8.2 (h)” multiple use properties ” was inserted 

8.2 (i) “mining properties” was inserted 
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8.2 (i) “ any other category of property as may be determined by the minister, with concurrence of the 
Minister of Finance, by notice in the gazette ” was inserted. 

8.3 was amended by the insertion of “The category of Sport Chib is a distinct categoiy of property inserted 
in the valuation roll in terms of sect ion 8 (3) of the Act * and the deletion of: 

“ 8.3 The following types of properties exist in the Bitou Municipal jurisdiction : 

With reference to Section 8 in the Rates Policy it is recommended that the vroverties will be 
categorized as follows: 

8.2(e)( Farm properties used for - (iv) residential purposes ( to include; Rural Lifestyle) 
8.2(g) Small holdings used for- (ii) residential purposes (to include; Rural Lifestyle) 

(a) Residential properties. 

(i) Single Residential vacant 

(ii) Single Residential Built - up 

(iii) Single Residential Departure use 

(iv) General Residential vacant 

(v) General Residential Built-up 

(vi) General Residential Departure use 

(vii) Sectional Title Schemes 

(b) (i) Institutional 

(c) (i) Restricted Industrial properties. 

(ii) Industrial properties 

(iii) Nuisance Industrial properties 

(iv) Unrestricted properties 

(v) Industrial 

(d) (i) Central Business and commercial properties . 

(ii) Peri - urban Business and commercial properties (iii) Business 

(e) Farm Agricultural properties used for- 

(i) agricultural purposes; 

(ii) business and commercial pin-poses; 

(iii) industrial 

(iv) residential purposes; 

(v) eco-tourism 

(vi) game farming & hunting or (vii) other than (i) to (v). 

(f) Farm Agricultural properties not used for any purpose, (g) Small holdings used for- (i) 
agricultural purposes; 

Page 56 of 61 


56 



Bitou Local Municipality 


Multi-Year Budget 2017/18 MTREF 


(ii) residential purposes; 

(lii) industrial purposes; 

(iv) business and commercial 'purposes; 

(v) eco-tourism 

(Vi) game farming & hunting or (vii) other than (i) to (iv). 

(h) State-owned properties: 

(I) State properties that provide local services 

(ii) state properties that provide regional/mimicipal 
district-wide /memo-wide services. 

(iii) State properties that provide provincial/national seivices 
(i) Municipal properties: 

(ii) Public Open Space 

(i) Town Planning Scheme Border/Urban Edge ( 

(ii) Indefinite 

(iii) Subdivision area 

(iv) Local Government Border (j) Public service infrastructure. 

(k) Privately owned towns/developments and open spaces serviced by the owner. 

(!) Formal and informal settlements on stands not subdivided into formal residential stands 

(m) Communal land as defined in the Communal Land Rights Act. 

(n) State trust land (o) Properties- 

(i) acquired through Provision of Land and assistance Act, 1993 (No. 126 of 1993) or the 
Restitution of Land Rights Act, 1994 (No. 22 of 1994); or (ii) subject to the Communal Property 
Associations Act, 1996 (No. 28 of 1996). 

(p) Protected areas. 

(q) National monuments , 

(r) Properties owned by public benefit organisations (Part 1 of the Ninth Schedule of the Income Tax. 

Act (58 of 1962) 

(s) Properties used for multiple purposes. 

(t) (i) Resort " 

8.4 was deleted as follows: 

“8. 4 In addition to the categories of rateable properties, as determined in 8.2, a may determine 
additional categories of rateable properties including vacant land. The categories of rateable 
property are: (a) residential properties; 
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(b) residential vacant properties; (c) private open spaces; (c) accommodation establishments ; 

(d) business and commercial properties; (e) commercial vacant properties; (j) 

industrial properties; (g) industrial vacant properties, (It) public service infrastructure; (i) 
public service purposes (j) public benefit purposes; (k) agricultural properties; 

(l) eco- tourism properties; (m) agricultural properties used for game farming; (n) 

rural lifestyle properties; (o) rural lifestyle vacant properties; (p) nature reserves, 

(q) Sport Clubs, (r) Creches “ 


11.4 (i) was amended by deletion of the words: “or the monthly rates have been raised for the 
remaining months in the financial year— as follows: 

“As soon as the annual rates becomes overdue or the monthly rates have been r aised for -the remainin g 
months in th e finan c ial y ear , an overdue notice must be issued on the owner at the address selected by 
the owner ” 

11(8) was amended by deletion of Rates Clearance Certificates will be valid until 30 June of a 
financial year, if monies paid in full until such a date. However, should attorneys request to extend 
the certificate for 120 days beyond this date, and this extension of time surpasses the date of 30 June 
the full new year's rates or estimated rates become payable in full. ” 

and insertion of: “With the sale of a property within the municipal jurisdiction the council shall withhold 
rates clearance certificate until all rates, services and sundry costs attached to the property is paid and 
an amount equal to four months rates and service charges will be collected in advance as part of the rates 
clearance process. The rates clearance remains valid for 120 days from the date of issuing. ” 

14 (d) was amended by insertion of the words “for rebates as required ” a fter the word applications 
and before the word must as follows: 

“All applications for rebates as required must be addressed in writing on the prescribed application form 
to the municipality" 

14.1 (viii) was amended by insertion of: 

Public benefit organisations: 

a) Welfare and humanitarian 

Rateable property registered in the name of an institution or organisation, which, in the opinion of the 
council, performs welfare and humanitarian work as contemplated in the ninth Schedule of the Income 
Tax Act, 1962 (Act 58 of 1962). 

Rateable property, registered in the name of a trustee or trustees or any organisation, which is maintained 
for the welfare of war veterans. 


b) Conservation, environment and animal welfare : 

Properties that is in the name if an organisation or institution, that is engaging in the conservation, 
rehabilitation or protection of the natural environment, including flora and fauna. Rateable property 
registered in the name of an institution or organisation, which has as its exclusive objective the protection 
of tame or wild animals or birds. 
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c) Education and development: 

Rateable property registered in the name of ait educational institution established, declared or 
registered by or under any law. 

d) Health care: 

Rateable property registered in the name of an institution or organisation which has as its exclusive 
objective is health care or counselling of terminally ill persons or persons with a severe physical or 
mental disability and persons affected with HIV/ AIDS. 

(c) Rateable property registered in the name of cm institution or organisation which, in the opinion 
of the Council, performs charitable work; " 

14.2 was amended by deletion of: 

“ Public benefit organisations: 
a) Welfare and humanitarian 

Rateable property registered in the name of an institution or organisation, 
which, in the opinion of the council, performs welfare and humanitarian 
work as contemplated in the ninth Schedule of the Income Tax Act, 1962 (Act 
58 of 1962). 

Rateable property, registered in the name of a trustee or trustees or any 
organisation, which is maintained for the welfare of war veterans, 
a) Sport: 

Sports grounds used for the purpose of amateur and any social activities, which erne connected with 
such sport. 

(f Rateable property registered in the name of the Council, if such property is used in supplying 
electricity, water, or sewerage service 

(g)State hospitals, state clinics and institutions for mentally ill persons, which are not operated for 
gain; “ 

When considering gi ants rebate on property used for agricultural purposes the council must take into 
account the following factors: 

14.2 (h) was amended by insertion of the word rebates as follows: 

When considering giants rebate on property used for agricultural purposes the council must take 
into account the following factors and deletion of: 

“The extent of municipal services provided to such property 

These proposals also apply to the mining sector. 

The following rebate may be applicable to bona fide fanners ” 
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24 was amended by deletion of the word: annually” and insertion of “at least once a year “as 
follows: 

The municipality shall prepare a new valuation roll every 4 (four) years and a supplementary 
valuation roll annually at least once a year. 


Section 8 of the Addendum to the Rates Policy was amended by deletion of: 

" other b usiness and commercial purposes 

residential putposes 

Industrial 

eco-tourism 

game farming & -hunting 

purposes other than those specified above 

farm properties not used for any purpose 

smallholdings used for: 

agricultural purposes 

residential putposes 

industrial purposes 

business and commercial putposes 

eco-tourism 

game farming & -hunting 

putposes other than those specified above “ 

and the insertion of: 

“ properties owned by an organ of state and used for public service purposes” 

Section 26 pf the Addendum to the Rates Policy was amended by deletion of: 

“If the rate is payable in a single annual amount, it must be paid on or before a date determined by the 
municipality” 

k. Summary of Supply Chain Management Policy amendments 

l . The separation of the Preferential Procurement Policy from the SCM Policy as an incorporation. 
The PPP will become the main driver of procurement in the organization in terms of the 
Council’s strategic goal to increase localized procurement to emerging enterprises. The SCM 
Policy will focus on goods & services, with a potentially new Infrastructure Delivery Policy for 
construction-related (1 st draft distributed earlier), with both policies subservient to the Preferential 
Procurement requirements of the PPP. 
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2. Amendment of definition of “in the service of the state”. The Government Gazettte removes the 
ambiguities related to Non-Executive Directors serving on the board of government entities and 
excludes this categoiy of directors from the definition. 

3. Clarification of the term “long term nature” in Section 22(l)(b)(i). To be interpreted as contracts 
longer than 3 years vs long term contracts, which are for longer than 1 year. Therefore 
advertisements for tenders with implementation periods of less than 3 years, do not have to be 
advertised for 30 days. 

l. Summary of Tariff Policy amendments 

1. Page 15- Section 3 (a) 

Unit of measurement 

(i) Number of bins (volume) per number of collections per week (frequency). 

(ii) Number of containers (volume) per number of collections per week (frequency). 

m. Summary of Travel and Subsistence Policy amendments 
No amendments to this policy 

n. Summary of Overtime Policy amendments 
No amendments to this policy 

o. Summary of Recruitment and Selection Policy amendments 
No amendments to this policy 
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